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Annex | - Correspondence between the Offshore
Game, Campbell Ogilvie, the SFA and James Mure
QcC

Campbell Ogilvie

Dear Mr Ogilvie,

I write for a website, The Offshore Game, a project of the Tax Justice Network dedicated to
investigating the role of offshore finance in football.

We will soon be publishing an article which details your involvement in setting up the
Rangers Employee Benefit Trust, and I wanted to give you the opportunity to respond to our
findings before publication.

At the Lord Nimmo Smith inquiry you were the only person to give evidence in person on the
introduction and administration of the Rangers Employee Benefits Trust. Two others gave
written evidence.

Before the inquiry and in subsequent public statements you claimed not to know any details
of how the trusts operated. You said that you had only been made aware of the existence of
the employee benefits trust in 2001 or 2002 when a payment was made to you though the
trust.

You understood the payment to be non contractual and only after that discovered that the
trust was also making payments to players. The inquiry documents quote you as saying:

“Nothing to do with the contributions being made to the Trust fell within the scope of my remit at Rangers”

However, in a letter dated 3 September 1999 which was signed by you on behalf of the club,
Rangers took control of an Isle of Man company called Montreal Limited. The company was
managed by the Jersey branch of the Allied Irish Bank. We are in possession of the letter.

The letter makes it clear that the purpose of the company is to provide remuneration to a
valued employee of Rangers Football Club.

On September 16" the Board of Directors of Rangers Football Club met. The minutes of this
meeting, also in our possession, show that the only item of business discussed was
“remuneration planning for the company’s employees”. The minutes noted that you had taken
control of Montreal Limited on behalf of the club and the three board members present
(including you) then resolved to give ownership of Montreal Limited to Craig Moore. The
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transfer of the 'keys to the moneybox' was the most important transaction in the Discounted
Options EBT scheme being run by Rangers.

Given that your signature is on the letter setting up Montreal, it would seem that you did in
fact know about the trust and that it was being used to pay players before 2001.

In addition, the same DOS scheme was used to pay Tore Andre Flo and Ronald de Boer. In
those cases the Rangers later accepted that the payments were unlawful and gave rise to a tax
liability due to the existence of the side letters.

In the light of this I would appreciate it of you could respond to the following questions:
Do you dispute the account of the facts as stated above?

Why did you tell the inquiry that "Nothing to do with the contributions being made to the
Trust fell within the scope of my remit at Rangers"?

In the light of our findings, can you provide a statement clarifying your role in the setting up
of the Rangers EBT and Discounted Options Scheme?

By the time the Lord Nimmo Smith inquiry came to take evidence Rangers had accepted the
tax liability for the Discounted Options Scheme and that the scheme was unlawful. However,
the inquiry stated that they were not aware that there was any difference between the previous
EBT and the EBT being litigated about in the tax tribunal. Why did you not tell the inquiry
that there was in fact a key difference, that the DOS scheme had been accepted by Rangers to
be unlawful?

Given what we have found, and your previous role as head of the SFA, do you think that fans
of Scottish football can or should have confidence that their game was being regulated fairly
and impartially?

I would be grateful if you could confirm receipt of this email and provide me with any
response by the end of Monday 8 February.

SFA

From: George Turner

Sent: 18 February 2016 09:28
Subject: Rangers inquiry enquiry

Dear Darryl,

I contacted you recently about getting in touch with Campbell Ogilvie, I have yet to get a
reply.
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I also wanted to ask the SFA directly whether they would like to comment on the article I am
writing.

As you are aware the inquiry into Rangers presided over Lord Nimmo Smith looked into
whether the tax avoidance scheme, the Employees Benefit Trust, broke SPL and SFA rules.

The decision of the inquiry was that it did break SPA rules but there should be no sporting
penalty, because the first tier tribunal found that in the big tax case that the scheme used by
Rangers was lawful.

However, it has come to our attention that the Inquiry missed a key piece of evidence. That
was that at least one of the people listed as a person of interest, Tore Andre Flo, was paid by a
Discounted Options Scheme. This scheme was not a lawful tax avoidance scheme, and
Rangers had accepted liability to HMRC before the start of the inquiry

At least two other players were paid using this scheme.

The SFA appear to have been aware of this, as their president Campbell Ogilvie, set up at
least one of the offshore companies used in the Discounted Options Scheme when he was at
Rangers, and was present at the board meeting discussing the scheme.

With that in mind, I would be grateful if you could answer the following questions.

Why did the SFA not being to the attention of the commission the existence of the DOS
scheme?

Given the ongoing controversy surrounding the inquiry, should the inquiry be reopened to
look at the specific issue of the DOS scheme?

It is my understanding that the inquiry looked at contracts signed with players between
certain dates. After the start of the inquiry those dates were changed to exclude contracts
signed with Ronald de Boer and Craig Moore. Both of these players were paid using a
discounted options scheme. What role did the SFA play in the decision to exclude these
players from the inquiry and why did the dates of the inquiry change to exclude these players.

I would be grateful for any answer by the end of play tomorrow, Friday 19 February.

With best wishes,
George Turner
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Hi George, thank you for your email. As you are aware Campbell no longer works for the
Scottish FA and any emails/letters are forwarded on to him.

Regarding your second point, we would not wish to comment.

Darryl Broadfoot www.scottishfa.co.uk
Head of Communications and

Corporate Affairs

Scottish Football Association

James Mure QC

Dear James,
| write for a website, the offshore game, a project of the tax justice network.

| am writing because we are about to publish an article on how the Lord Nimmo Smith
inquiry was mislead over the status and form of the Rangers Employee Benefits Trust.

| believe that you represented Rangers Oldco at the inquiry.

The article is not about you, but in the course of my research there is one issue that has
cropped up which | would greatly appreciate your assistance on.

As you may well recall, the inquiry imposed a financial penalty on Rangers for breaking SFA
rules, but did not take the course open to them and impose a sporting penalty. In short the
commission decided to fine Rangers pounds not points and Rangers kept their titles.

The rational for this was that the tax avoidance scheme entered into by Rangers was lawful
as was the finding of the Tax Tribunal in the "Big Tax Case" at the time.

However the commission appears to have missed an important detail. The payments made
by the Rangers EBT took two forms, there was the scheme that was the subject of the Big
Tax Case, but there was also another "Discounted Options Scheme" which was used to pay
several Rangers players.
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In this scheme, dubbed the "wee tax case" Rangers had accepted a tax liability as the
scheme was considered to be unlawful.

The commission however appears to have not been aware of this scheme and are explicit in
their misunderstanding. The decision notice states that they were aware of a previous
Rangers EBT but were not aware of any difference in how it operated and so considered
both as being the same.

The reason why | am contacting you is | am trying to understand how this misunderstanding
might have occurred. Rangers Oldco must have been acutely aware of the difference in the
DOS scheme and the main EBT, the failure to pay the tax liability arising from the DOS
scheme was one of the main drivers of the company's liquidation.

My question is whether you were aware of the difference and if not why not? Afterall, the
entire inquiry rested on how the payments were being made though the trust. To a
layperson it would seem that the difference in EBT payments would have been a crucial
piece of information Rangers would have had to furnish you with.

If you were aware of the differences, surely as a barrister your duty to the court comes first,
and if the commission was being led led to a conclusion based on a clear error of fact, did
you not have an obligation to alert the judges to that error?

| would be grateful for any advice you could provide for me on this matter.

| have contacted Mr Ogilvie, who is the main subject of my article and asked him to respond
by the end of Monday 8 February. If you could provide me with any response by then too |
would be hugely grateful.

To: George Turner;
HTue 02/02/2016 20:42

Dear Mr Turner,

Thank you for your inquiry.

As you may know, advocates owe all their clients a continuing duty of confidentiality. In the
circumstances I am not in a position to make any comment on the matters that you raise
concerning proceedings before the Commission.

Yours sincerely,

James Mure Q.C.
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George Turner

To: James Mure
|:|Thu 11/02/2016 17:17

Dear James,

Thank you for your reply and apologies for the length of time it has taken me to get back to
you.

Perhaps | was not blunt enough in my question, which was about your obligations to the
inquiry, not to your client.

| find it inconceivable that you were unaware of the reasons that your client was in
liquidation.

The reasons surrounding the company's liquidation were pivotal to the inquiry.

However, the inquiry were clearly unaware that Rangers had accepted a tax liability with
regard to the Discounted Options Scheme they had run with regard to at least one of the
players of interest to the inquiry.

Regardless of any duty of confidentiality you had to your client, did you not have an
overriding obligation to the inquiry and the judge, to ensure they were not misled on the
facts, and assuming that is the case, are you able to tell me why you did not disclose that
information to the inquiry?

With best wishes,

Dear Mr Turner,

As I explained in my previous message, my fundamental duty of confidentiality to all my
clients is a continuing one, which exists today with the same force as it did when I acted for
them. It is my professional judgment that it would be impossible to enter into any discussion
of the points you raise without infringing that duty and exposing me to potential legal and
professional sanctions. You should not take that judgment as indicating anything at all about
the particular matters to which you refer in your message, on which as I said before I am
simply not in a position to make any comment, now or in the future.
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Yours sincerely,

James Mure Q.C.
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Annex Il - The Lord Nimmo Smith Commission
decision



THE SCOTTISH PREMIER LEAGUE LIMITED
DECISION
by
THE RT HON LORD NIMMO SMITH,
NICHOLAS STEWART QC
and

CHARLES FLINT QC

the Commission appointed by Resolution of the Board of Directors of The Scottish Premier

League Limited dated 1 August 2012 in relation to RFC 2012 Plc (now in liquidation) and

Rangers Football Club
Summary
[1] For the reasons which are set out in detail below the Commission has unanimously
decided:

(1) Between the years 2000 and 2011 The Rangers Football Club Plc (now known as RFC
2012 Plc (in liquidation) and referred to in the decision as “Oldco”), the owner and
operator of Rangers Football Club (“Rangers FC”), entered into side-letter arrangements
with a large number of its professional players under which Oldco undertook to make
very substantial payments to an offshore employee benefit remuneration trust, with the
intent that such payments should be used to fund payments to be made to such players

in the form of loans;

(2) Those side-letter arrangements were required to be disclosed under the Rules of the
Scottish Premier League (“SPL”) and the Scottish Football Association (“SFA”) as
forming part of the players’ financial entitlement and as agreements providing for

payments to be received by the players;



(3) Oldco through its senior management decided that such side-letter arrangements should
not be disclosed to the football authorities, and the Board of Directors sanctioned the
making of payments under the side-letter arrangements without taking any legal or

accountancy advice to justify the non-disclosure;

(4) The relevant SPL Rules were designed to promote sporting integrity, by mitigating the

risk of irregular payments to players;

(5) Although the payments in this case were not themselves irregular and were not in
breach of SPL or SFA Rules, the scale and extent of the proven contraventions of the

disclosure rules require a substantial penalty to be imposed;

(6) Rangers FC did not gain any unfair competitive advantage from the contraventions of
the SPL Rules in failing to make proper disclosure of the side-letter arrangements, nor
did the non-disclosure have the effect that any of the registered players were ineligible
to play, and for this and other reasons no sporting sanction or penalty should be

imposed upon Rangers FC;

(7) As noted in the Commission’s earlier decision made on 12 September 2012 there is no
allegation that the current owner and operator of the club, The Rangers Football Club

Limited (“Newco”), contravened the SPL Rules or could be held responsible for any
breach by Oldco;

(8) In all the circumstances the Commission has imposed a fine of £250,000 on Oldco.

The Commission’s remit

[2] By Resolution of the Board of Directors (“the Board”) of The Scottish Premier League
Limited (“the SPL”) dated 1 August 2012 we were appointed respectively as Chairman and
members of a Commission in terms of a Notice of Commission, a draft of which was on that date
approved by the Board, all in terms of section G of the Rules of the SPL (“the Rules”). SPL
Rules G1.1 and G1.2 provide:

“Gl.1 The Board and, where appointed by the Board, a Commission, shall have the
power of inquiry into all financial, contractual and other arrangements within, between
and/or amongst Clubs and Players and all matters concerning compliance with the
Financial Disclosure Requirements and into all matters constituting or pertaining to any
suspected or alleged breach of or failure to fulfil the Rules by any Club, Club Official
and/or Player or any matter considered by the Board or, where appointed by the Board, a
Commission, to be relevant to an Adjudication or an Appeal and every Club and Club



Official and Player shall be liable to and shall afford every assistance to the Board or, as
the case may be Commission, as may be requested or required of it or him.

G1.2 Subject to Rules G1.3 and G1.4, the Board and, where appointed by the Board, a
Commission, shall (i) have the power of determination as to whether there has been a
breach of and/or failure to fulfil the Rules and in Adjudications and Appeals; and (ii) may
exercise such of the powers set out in Rules G6.1 and G6.2 as it shall think appropriate.”
[3] Rules G1.3 and G14 are not relevant for present purposes. Annex B to the Rules sets out

Rules of Procedure which govern the proceedings of this Commission and other bodies

appointed in terms of the Rules (any such body being referred to as a “Tribunal”).

History

[4] Rangers Football Club was founded in 1872 as an association football club. It was
incorporated in 1899 as The Rangers Football Club Limited. In 2000 the company’s name was
changed to The Rangers Football Club Plc, and on 31 July 2012 to RFC 2012 Plc. We shall refer
to this company as “Oldco”.

[5] The SPL was incorporated in 1998. Its share capital consists of sixteen shares of £1 each,
of which twelve have been issued. Oldco was one of the founding members of the SPL, and
remained a member until 3 August 2012 when the members of the SPL approved the registration
of a transfer of its share in the SPL to The Dundee Football Club Limited. Each of the twelve
members owns and operates an association football club which plays in the Scottish Premier
League (“the League”). The club owned and operated by Oldco played in the League from 1998
until 2012 under the name of Rangers Football Club (“Rangers FC”). Throughout this period,
Oldco was also a member of the Scottish Football Association (“the SFA”), the governing body
of the sport in Scotland.

[6] When the SPL was first formed, a controlling interest in Oldco was held by David (from
2007 Sir David) Murray through the medium of Murray MHL Limited, part of the Murray Group
of companies. On 6 May 2011 the controlling shareholding was acquired by Wavetower
Limited, a newly incorporated company formed for the purpose of the acquisition, and controlled
by Craig Whyte. Oldco experienced financial difficulties, and on 19 March 2012 the Court of
Session made an administration order and appointed Paul John Clark and David John
Whitehouse, both of Duff & Phelps Limited, as joint administrators, with effect from

14 February 2012 (the date of their original, invalid appointment). Oldco is now in liquidation; a
winding up order was made by the Court of Session on 31 October 2012, and Malcolm Cohen



and James Stephen, both of the accountancy organisation BDO, were appointed joint interim
liquidators.

[7] On 14 June 2012 a newly incorporated company, Sevco Scotland Limited, purchased
substantially all the business and assets of Oldco, including Rangers FC, by entering into an asset
sale and purchase agreement with the joint administrators. The name of Sevco Scotland Limited
was subsequently changed to The Rangers Football Club Limited. We shall refer to this
company as Newco.

[8] Newco was not admitted to membership of the SPL. Instead it became the operator of
Rangers FC within the Third Division of the Scottish Football League (“the SFL”). It also
became an associate member of the SFA. These events were reflected in an agreement among

the SFA, the SPL, the SFL, Oldco and Newco, which was concluded on 27 July 2012.

The Notice of Commission
[9] The Notice of Commission sets out lists of players, referred to as “Specified Players”,
and “Issues for Enquiry into and Determination by the Commission” (“the Issues”). The full
terms of the Notice of Commission are set out in the Annex hereto. For the sake of clarity, we
shall here simply summarise the Issues.
[10] The Issues may be divided into four main chapters, the first three of which relate
respectively to the periods:

* 23 November 2000 to 21 May 2002 (period 1),

* 22 May 2002 to 22 May 2005 (period 2)

e 23 May 2005 to 3 May 2011 (period 3).

The division into those three chapters within that period 2000-2011 reflects changes in the Rules
of the SPL and the SFA in force from time to time, as set out below. Broadly speaking, the
Issues in the first three chapters allege that Oldco and Rangers FC breached the relevant Rules of
the SPL, and also those of the SFA (breach of which constitutes a breach of Rules of the SPL),
by failing to record “EBT Payments and Arrangements”, as defined below, in the contracts of
service of the Specified Players and/or other Players and by failing to notify them to the SPL and
the SFA. We also note one Issue in the third chapter (Issue 3(c) in the Notice of Commission,
read together with the concluding words of Issue 3(b)), directed only against Rangers FC,
alleging that the club was in breach of the Rules by playing ineligible players.
The fourth chapter alleges that during the period:

* 15 March 2012 to 1 August 2012 (period 4)



Oldco (then in administration) and Rangers FC, in breach of the relevant Rules of the SPL, failed
to assist the SPL and to respond to requests for documents in relation to payments by Oldco to

Rangers players. The Notice of Commission was served on Oldco, Newco and Rangers FC by

letters dated 2 August 2012.

Aspects of the procedure prior to and at the hearing

The preliminary hearing

[11]  After sundry procedure, we held a preliminary hearing on 11 September 2012 to consider
certain issues that had been raised in correspondence on behalf of both Oldco and Newco. We
had every reason to expect that there would be representation on behalf of each of them, but
during the afternoon of 10 September letters were received from Michael McLaughlin of Messrs
DWF Biggart Baillie on behalf of both Oldco and Newco stating that he had been instructed by
each of them that it would not appear or be represented at the preliminary hearing and did not
intend to take part in any further procedure.

[12] We nevertheless proceeded to consider the preliminary issues, and on 12 September 2012
we made the following decision:

“The Commission has considered all the preliminary issues raised in the list submitted by
Newco and points raised in letters from solicitors acting for Newco and for Oldco. It has
decided:

1. The Commission will proceed with its inquiry in the terms of the Notice of Commission
and will now set a date for a hearing and give directions.

2. Oldco and Rangers FC, who are named in the Issues contained in the Notice of
Commission and alleged to have been in breach of Rules, will continue to have the right
to appear and be represented at all hearings of the Commission and to make such
submissions as they think fit.

3. Newco, as the current owner and operator of Rangers FC, although not alleged by the

SPL to have committed any breach of Rules, will also have the right to appear and be

represented at all hearings of the Commission and to make such submissions as it thinks
fit.

4. Written reasons for this decision will be made available in due course.”

[13] Once we had announced our decision on 12 September we proceeded, after discussion, to

make the following directions:

“Further to the decision made today we make the following procedural orders:



1. We set a date for a hearing to commence on Tuesday 13 November 2012 with
continuations from day to day as may be required until Friday 16 November 2012. We
will also allocate Tuesday 20 and Wednesday 21 November 2012 as additional dates
should any further continuation be required.

2. We direct that the solicitors for The Scottish Premier League Limited lodge any
documents, additional to those already lodged, together with an outline argument and a
list of witnesses by 4 pm on Friday 19 October 2012.

3. We direct that Oldco, Newco or any other person claiming an interest and wishing to
appear and be represented at the hearing give intimation to that effect and lodge any
documents together with an outline argument and a list of witnesses, all by 4 pm on
Thursday 1 November 2012.

4. We direct that intimation of the aforesaid decision and of these directions be made to the
solicitors for Oldco and Newco.”

The period between the preliminary and main hearings

[14]  Written reasons were indeed made available, and we refer to them for their terms. They
set out, in more detail than is required here, the events preceding the preliminary hearing. They
also give reasons for disposal of certain of the preliminary issues which are no longer live. We
decided, in brief, that:

(1) While it was a member of the SPL Oldco was contractually bound to the SPL (and the
other members) to comply with its Rules, and was liable to sanctions as provided by the
Rules in the event of a breach;

(2) It remained so liable even after it had ceased to be a member of the SPL;

(3) Rangers FC was liable to sanctions as provided by the Rules in the event of a breach
while it was owned and operated by Oldco; and

(4) There were sanctions which could be imposed in terms of the Rules which were
capable of affecting Rangers FC as a continuing entity now owned and operated by
Newco.

We do, however, for convenience repeat in this decision some of the material from those written

reasons which is relevant for present purposes. They concluded:

“We wish to emphasise that, as is plain from our decision and directions of 12 September,
the door remains open for Oldco and Newco to appear and be represented at the hearing in
November. We would invite each of them to reconsider, in light of what we have written

above, the decision they took on 10 September not to participate in the proceedings.”

[15] Rod McKenzie of Messrs Harper Macleod LLP, the solicitors for the SPL, duly complied

with paragraph 2 of the above procedural orders. No indication was given that Oldco or Newco



intended to appear at the hearing on 13 November. In the event, for unexpected reasons beyond
the control of the Commission or the parties, it was not possible for the hearing to proceed, and
by order dated 6 November the Chairman discharged it. A fresh date for the hearing was
thereafter fixed for 29 January 2013 and following days. By order dated 7 December 2012 the
Chairman directed that the solicitors for the SPL lodge any documents, additional to those
already lodged, together with a further outline argument and list of witnesses, by 4.00 p.m. on
Tuesday 15 January 2013. The order set out a list of questions to which the Commission wished
to find specific answers in the further outline argument. After an extension of the deadline for
lodging this, it was lodged on 17 January 2013.

[16] Meanwhile, no intimation was received on behalf of either Oldco or Newco that it wished
to appear and be represented at the hearing. It came, therefore, as a surprise — but not an
unwelcome one — that on 24 January 2013 Mr McLaughlin intimated that he had now received
formal instructions from Oldco in respect of the hearing on 29 January, that his client would be
represented at the hearing, that James Mure QC had been instructed on Oldco’s behalf, and that
they would both appear at the hearing. In addition to this intimation, a written note of argument

for Oldco was lodged on 25 January.

The main hearing

[17] On 29 January 2013 the SPL was represented, as before, by Rod McKenzie of Messrs
Harper Macleod LLP, and Oldco was represented by Mr Mure, accompanied by Mr McLaughlin.
Mr Mure explained it was only recently that the liquidators had been able to take stock of the
position, and to decide that Oldco should after all be represented. The Commission reviewed the
procedure to date, together with the matters which had been decided at the preliminary hearing,
and explained that it would not allow further argument on those matters. Mr Mure accepted this.
[18] The Commission also referred to paragraphs 3 and 4 of the list of preliminary issues
which had been before it at the preliminary hearing, to the effect that the SPL was, by its
conduct, barred from seeking the imposition of sanctions, or at least of a particular sanction, in
the event of a breach or breaches of the Rules being established. For the reasons given at
paragraph [53] of our earlier written reasons, we reserved these preliminary issues to be
reconsidered, if necessary, at a later stage. Mr Mure informed us, however, that they were no
longer to be argued, so we shall say no more about them.

[19] The reason why the decision, albeit belated, of Oldco to appear and be represented was
not unwelcome was that from the outset the Commission was anxious that there be a proper

contradictor, in order to assist us in our task of ensuring that the case for the SPL on both merits



and sanction was appropriately tested and that all contrary arguments were advanced. We were
nevertheless concerned that Mr Mure was not instructed to appear for Newco as well as Oldco.
At paragraph [46] of our previous written reasons we stated:

“The Rules clearly contemplate the imposition of sanctions upon a Club, in distinction to
a sanction imposed upon the owner or operator. That power must continue to apply even
if the owner and operator at the time of breach of the Rules has ceased to be a member of
the SPL and its undertaking has been transferred to another owner and operator. While
there can be no question of subjecting the new owner and operator to sanctions, there are
sanctions which could be imposed in terms of the Rules which are capable of affecting
the Club as a continuing entity (even though not an entity with legal personality), and
which thus might affect the interest of the new owner and operator in it.”

We reminded Mr Mure of this and invited him to consider with Mr McLaughlin, who has acted

for Newco throughout, whether they should seek instructions to appear for it also.

[20]  On 30 January, before he was called on to present his case in response to that of the SPL,

Mr Mure informed us that Newco was now re-entering appearance and that he was instructed for

it as well as for Oldco. We are glad that Newco reconsidered the decision taken on

10 September 2012 not to participate in the proceedings.

[21] The order of events at the hearing, after preliminary discussion, was straightforward. The

Rules of Procedure of the SPL make provision in part 2 for hearing procedures, but in part 1

Rule of Procedure 1.4 provides:
“Notwithstanding these Rules of Procedure, a Tribunal shall have the power to regulate
the hearing procedures adopted by it and in so doing any [sic] may deviate from the
hearing procedures in part 2 of these Rules of Procedure as it considers appropriate and
expedient so as to dispose of any matter before it justly and expeditiously.”
In exercise of the power conferred by this provision, we decided, after hearing submissions about
the procedure, to call on Mr McKenzie first to present the case for the SPL, including at the
outset the calling of the witnesses he had listed, on both merits and sanction. We next called on
Mr Mure to present his case in response for both Oldco and Newco on both merits and sanction.
We finally gave each of them an opportunity to reply on any new matter raised by his opponent.
This adversarial procedure resulted in an excellent discussion, and we are grateful to both

Mr McKenzie and Mr Mure for their assistance. In this Decision we take full account of each of

their submissions, although we do not wish to overburden it by repeating them at length.

The approach to evidence

[22] Rule 2.6 of the SPL Rules of Procedure provides:



“A Tribunal shall not be bound by any formal rules of evidence and may accept evidence
in any form. However it shall be entitled to accord to evidence such weight as seems to
the Tribunal proper having regard to the quality of the evidence and the reliability and
credibility of same.”
We are accordingly entitled in terms of this rule to proceed on the basis of hearsay evidence.
This is reinforced by the provisions of section 1(1) of the Civil Evidence Act 1995.
[23]  Adopting this approach, the evidence available for our consideration includes that of
witnesses, contemporaneous documents and the narrative of evidence and findings in fact made
by the First-tier Tribunal (Tax) (“the Tax Tribunal™) in Murray Group Holdings & others v The
Commissioners for Her Majesty’s Revenue and Customs (“HMRC”), Appeal No SC 3113-
3117/2009. We shall discuss our approach to this evidence in the course of this decision. And
we shall proceed on the basis of the facts which we hold to be established by the evidence before

us, and on nothing else.

Standard and burden of proof

[24] Asin all civil proceedings, the standard of proof of any matter of fact, and of any
inference to be drawn from any fact or set of facts, is proof on the balance of probabilities; that
is to say, that the evidence establishes that it is more likely than not that the fact or inference in
question is the case. The burden of proof of the Issues rests on the SPL throughout.

[25] There was discussion during the hearing as to whether there is a burden of proof in
relation to sanction, in the event that any breach of the Rules is established, and if so on which
party it rests. In our view the burden lay on the SPL to prove (on the balance of probabilities)
material factors which might affect sanction, such as whether a particular breach had given
Rangers FC a significant competitive advantage. Subject to that, the question of sanction is a
matter for the exercise of our discretion, in light of any relevant considerations advanced by

either party.

Judgment reserved

[26] At the conclusion of the hearing we announced that we would take time to consider our
decision, full reasons for which would be issued in writing in due course. This is now our
unanimous decision and the reasons for it. All three members of the Commission have

contributed to its preparation.



The Articles and Rules of the SPL and SFA: General

[27]

It is now appropriate to quote some of the provisions of the Articles of the SPL.

Article 2 contains definitions which, so far as relevant are:

[28]

[29]

“Club means the undertaking of an association football club which is, for the
time being, entitled, in accordance with the Rules, to participate in the
League

Company means The Scottish Premier League Limited

League means the combination of Clubs known as the Scottish Premier
League operated by the Company in accordance with the Rules

Member means a person who or which is the holder of a Share
Rules mean the Rules for the time being of the League
Share means a share of the Company and Share Capital and Shareholding”.

Article 97 provides:

“97. Each Member shall be responsible for the discharge of the obligations and duties and
shall be entitled to the benefits and rights accruing under and in terms of the Rules of and
to the Club which it owns and operates.”

It is also appropriate to quote certain of the SPL Rules. Rule I1 provides definitions of

various terms in the Rules. Of these, we refer to the following:

Club means an association football club, other than a Candidate Club, which is, for the
time being, eligible to participate in the League and, except where the context otherwise
requires, includes the owner and operator of such club

Company means The Scottish Premier League Limited

Contract of Service means a contract of service for a Player in the standard form of the
League and/or SFL and references to any particular type of Contract of Service shall be
construed accordingly

League or Scottish Premier League means the combination of association football clubs
comprising the Clubs known as The Scottish Premier League

Player means a player who is or has been a Professional Player or Amateur Player of a
Club

Registration means the registration of a Player with the League to a specified Club in
accordance with Section D of the Rules and the words Register and Registered shall be
construed accordingly”.
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It should be noted that this definition of “Club” is wider than that in the Articles, as it includes its
owner and operator.
[30] Rule A7.1.1, in force at all material times, provides:

“A7.1.1 Membership of the League shall constitute an agreement between the Company

and each Club, and between each of the Clubs, to be bound by and to comply with:

(a) these Rules and the Articles of Association;

(b) the SFA Articles and the statutes and regulations of UEFA and FIFA;...”.

[31] Rule A7.2, in force at all material times, provides:

“A7.2 Such agreement shall have effect from the date of the Club's admission to the
League and terminate upon the Club ceasing to be a member thereof (but without
prejudice to any rights or claims which may have arisen or arise in respect of
circumstances prior to such date and to any Rules which, by

their terms, establish rights and obligations applicable after such date).”

[32] SFA Article 5.1(b) provides:

“All members shall:- ... (b) be subject to and shall comply with these Articles and any ...
regulations ... promulgated by the Board [of the SFA]...;”.
[33] It can be seen from these provisions that every member of the SPL, being also a member
of the SFA, is bound by a nexus of provisions having contractual effect to comply with the
Articles and Rules of each body, and is liable to sanction for any breach of either at the instance

of the SPL.

The Employee Benefit Trust (EBT) Scheme

Definition in the Notice of Commission

[34] Issues 1 to 3 (except for Issue 3(c)) allege, in essence, that the Rules of the SPL and SFA
relating to disclosure were breached by non-disclosure of “EBT Payments and Arrangements”.
This expression is given the following definition:

“Payments made by or for Rangers PLC into an employee benefit trust or trusts for the
benefit of Players, including the Specified Players, employed by Rangers PLC as
Professional Players, Registered and/or to be Registered as Professional Players with the
Scottish Premier League and Playing and/or to Play for Rangers FC in the Scottish
Premier League and payments made by or for Rangers PLC into a sub-trust or sub-trusts
of such trust or trusts of which such Players were beneficiaries, payments by such trust or
trusts and/or sub-trust or sub-trusts to such Players and/or for the benefit of such Players
and any and all arrangements, agreements and/or undertakings and the like or similar
relating to or concerning any of such Players and payments.”
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Outline of the Scheme

[35] As we have said, a controlling interest in Oldco was held by David Murray through the
medium of Murray MHL Limited, part of the Murray Group of companies. Murray Group
Management Limited (MGM) provided management services to the companies of the Murray
Group. By deed dated 20 April 2001 MGM set up the Murray Group Management
Remuneration Trust (the MGMRT). (We note that the MGMRT was preceded by the Rangers
Employee Benefit Trust, but we are not aware that they were different trusts. We shall treat
them as a continuous trust, which we shall refer to throughout as the MGMRT.) Thereafter, 108
sub-trusts were established in name of individual employees of companies in the group. Most of
these employees were Specified Players, as set out in the Notice of Commission annexed hereto.
Such trusts are commonly referred to as employee benefit trusts (“EBTs”).

[36] We were provided with an outline, which we did not understand to be disputed, of the
steps which were generally taken in the case of Specified Players. The precise form of these
arrangements may have varied over the years, but the general scheme of the arrangements
adopted is set out in the next paragraph.

[37] First, separately from and in addition to his contract of employment, Oldco gave a written
undertaking to a Specified Player:

(1) that it would make fixed sum payments to the MGMRT either unconditionally,
except as to continuing registration with Rangers FC, on a specified date or dates or on
the occurrence of a specified event or events related to or connected with playing in an
official match;

(2) that it would recommend to the Trustees of the MGMRT that they establish a sub-
trust, appoint the Specified Player as protector of the sub-trust and transfer to the sub-
trust sums equal to the payments to be made by Oldco to the MGMRT.

This undertaking was set out in a document addressed to the Specified Player, commonly

referred to as a “side-letter”.
Secondly, Rangers FC made payments pursuant to the terms of the undertaking to the MGMRT.
Thirdly, Rangers FC recommended to the Trustees that they establish a sub-trust in respect of the

Specified Player, that they transfer the specified contributions to that sub-trust and that they
appoint the Specified Player as protector of that sub-trust.
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Fourthly, the Trustees established a sub-trust in respect of a Specified Player, transferred the
payments received from Rangers FC to that sub-trust and appointed the Specified Player as

protector of that sub-trust.

Fifthly, the Specified Player nominated the beneficiaries of the sub-trust.

Sixthly, the Specified Player applied for, and was granted, a loan or loans from the sub-trust,
generally of the same amount as the payments made in terms of the undertaking; or alternatively
the Specified Player might leave part or all of the contributions in the trust for the benefit of his

nominated beneficiaries.

The introduction and administration of the scheme

[38] Evidence about the introduction and operation of the EBT scheme came from the
following sources: (1) Campbell Ogilvie, who was called as a witness for the SPL; (2) Andrew
Dickson, who was not called as a witness, but was interviewed by Mr McKenzie, in the presence
of Mr McLaughlin on 7 June 2012, and a transcript of whose interview was produced; and (3)
Douglas Odam, who was not called as a witness but whose witness statement was tendered by
Mr Mure.

[39] Campbell Ogilvie is currently president of the SFA. He was employed by Oldco from
1978 until 2005. He was initially employed as assistant secretary, and became company
secretary in 1979. He became an executive director of Oldco in 1989, but remained as company
secretary until 2002. Mr Odam took over the role of company secretary until he left in 2003.

Mr Ogilvie dealt with aspects of football administration at Rangers until late 2002 or early 2003.
Mr Dickson then assumed responsibility for all football administration. From 1998 until the time
when Mr Ogilvie ceased to deal with football administration, Mr Murray (as he then was) took
the lead in negotiating player transfers and player contracts. Until the early 1990s the relative
documents were prepared by Mr Ogilvie, and from then on they were dealt with by Mr Odam.
[40] Mr Ogilvie learnt about the existence of the MGMRT in about 2001 or 2002, because a
contribution was made for his benefit. He understood that this was non-contractual. Although as
a result he knew about the existence of the MGMRT, he did not know any details of it. He
subsequently became aware, while he remained director of Oldco, that contributions were being
made to the MGMRT in respect of players. He assumed that these were made in respect of the

players’ playing football, which was the primary function for which they were employed and
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remunerated. He had no involvement in the organisation or management of Oldco’s

contributions to the MGMRT, whether for players or otherwise. He said:

“I assumed that all contributions to the Trust were being made legally, and that any
relevant football regulations were being complied with. I do not recall contributions to
the Trust being discussed in any detail, if at all, at Board meetings. In any event, Board
meetings had become less and less frequent by my later years at Rangers.”

He also said:

“Nothing to do with the contributions being made to the Trust fell within the scope of my

remit at Rangers”.
However it should be noted that Mr Ogilvie was a member of the board of directors who
approved the statutory accounts of Oldco which disclosed very substantial payments made under
the EBT arrangements.
[41] Mr Odam was employed by Oldco from 1989 until 2003, initially as a finance controller.
He was appointed Financial Director in about the late 1990s. By then, he had taken over from
Mr Ogilvie the responsibility for the preparation and signing of player contracts. He prepared
the contracts and the schedules and dealt with the process of player registration.
[42] He became aware of the MGMRT through Ian McMillan, tax manager of the Murray
Group. The scheme had been introduced to the Murray Group by Paul Baxendale-Walker, and
had been discussed at the Murray Group headquarters prior to being introduced to Oldco. Draft
paperwork, which had previously been prepared, was passed to Mr Odam by Mr McMillan.
Mr Odam then filled in the specific details in respect of an individual player, based on
information supplied by Mr Murray or the football manager or both. At least initially, completed
side-letters were passed back to the Murray Group for approval before Mr Odam signed them on
behalf of Oldco.
[43] Mr Odam said that none of the side-letters was sent to the SPL or the SFA. He discussed
this with Mr McMillan and David Horne, the Murray Group internal solicitor during the 1990s.
He said:

“My understanding at the time was that the letters were non-contractual and I did not
believe that the letters had to be lodged with the football authorities as part of the player
registration process. I understood that lodging the letters could have been misinterpreted
as indicating a contractual commitment to the player thus potentially prejudicing the
effectiveness of the [scheme]”.

He also said:
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“There was a common understanding of those involved that the company was not
required to register the [side-letters] as part of the player registration process because the
players or other beneficiaries had no unfettered contractual entitlement arising out of the
scheme and because any monies advanced to the players by a sub-trust were loans not
payments. Throughout my employment with [Oldco] I was acting within my
understanding of what was required by the player registration rules.”
[44] Mr Odam recalled that the concept of the trust was explained to the Board of Oldco by
one of Mr McMillan, Mr Murray or Mr Horne and was discussed by the Board, possibly only at
one meeting. He did not recall which directors were or were not in attendance. Specific details
of player contracts or EBT arrangements were not discussed at board meetings in the normal
course.
[45] Mr Dickson was employed by Oldco from 1991, working in the finance department. He
became the financial controller in about 1998, when Mr Odam became financial director. He
became Head of Football Administration in about 2003 or 2004. By that time he was already
aware of the existence of the EBT scheme. He was not involved with the negotiation of player
contracts. This was done by Mr Murray, and later by Martin Bain. Mr Dickson dealt with the
“mechanics” as Mr Odam had done.
[46] During the interview, Mr Dickson was shown a number of side-letters. Asked why
Oldco made payments to the MGMRT pursuant to the obligation contained in the side-letter
issued to a player, he said: “He was an employee of the club ... He was a football player.” He
did not regard these as payments to the player. This was on the basis of discussions with

Mr McMillan. For this reason he did not understand that the side-letters required to be notified

to the football authorities.

The side-letters
[47] At the time when the Notice of Commission was prepared, incomplete information was

available about the identities of all the players employed by Oldco who were in receipt of side-
letters. Those players who were named in the documents then available were included in the A
lists of Specified Players, while those in respect of whom other information was available were
included in the B lists. The B lists were compiled from information broadcast by BBC Scotland
and published on its website, together with inferences drawn from redacted side-letters disclosed
by Biggart Baillie on 31 May 2012 (see below). Given that Oldco was represented at the
hearing, we requested that un-redacted copies be made available in place of redacted copies of
side-letters relating to Specified Players in the B lists, and this has now been done. At the

hearing, Mr McKenzie indicated that, on reconsideration, the name of Tore André Flo should be

15



omitted from list 2A (but not from list 1A) and that of Michael Ball should be omitted from
list 3A (but not from list 1A). Subject to this, we are satisfied that there is sufficient evidence
that all of the Specified Players were in receipt of side-letters. It is not in dispute that none of
these was at any time disclosed to the SPL or SFA.
[48] The style of side-letter used by Oldco varied from time to time. The following examples
appear to us to be sufficiently representative of the range of styles:
(1) By letter dated 27 January 2003 to Jérome Bonnissel, Martin Bain, Director of
Football Business of Oldco, wrote:

“I confirm that the Board of Rangers Football Club (the Club) will recommend to
the Trustees of the Murray Group Management Remuneration Trust (MGMRT) to
include you as the protector of a sub-trust and to fund this sub-trust with a total of
£48,000 net, £24,000 payable in February 2003 and £24,000 payable on 1 June
2003.

The Club undertakes to fund the MGMRT to the extent necessary to permit the
Trustees of the MGMRT to carry out this recommendation.”

(2) By letter dated 1 July 2003 to Nuno Fernando Gongalves da Rocha (Nuno Gongalves,

known as Capucho), Martin Bain wrote:

“I confirm that the Board of Rangers Football Club (the Club) will recommend to
the Trustees of the Murray Group Management Remuneration Trust (MGMRT) to
include you as the protector of a sub-trust and to fund this sub-trust with net totals
as follows:

1. £600,000 in total, payable £150,000 in October 2003, £150,000 in April
2004, £150,000 in October 2004 and £150,000 in April 2005.

2. Effective from the date of this letter until 31 May 2004, £2,000 for each
competitive First Team match in which you have played for the Club, the
relevant amount being payable in quarterly instalments in arrears on the
last business day in each of October, January, April and June during each
season. In the event that there have been less than 5 matches for which
payment is due in any instalment, payment in respect of the same will be
deferred until the next instalment date.

3. The amount, if any, by which the cumulative amount payable in respect of
bonuses in any one season is less than £100,000 net.

The Club undertakes to fund the MGMRT to the extent necessary to permit the
trustees of the MGMRT to carry out this recommendation. In the event that the
MGMRT ceases to be available, the Club will use its best endeavours to make

equivalent alternative arrangements.”

(3) By letter dated 1 January 2004 to Shota Arveladze, Martin Bain wrote:
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“I confirm that the Board of Rangers Football Club (the Club) will recommend to
the Trustees of the Murray Group Management Remuneration Trust (MGMRT) to
include you as the protector of a sub-trust and to fund this sub-trust with net totals
as follows:

1. £990,000 in total, payable £190,000 in March 2004, £200,000 in October
2004 and 2005, and £200,000 in April 2005 and 2006.

2. Effective from the date of this letter until 31 May 2006, £1,000 for each
competitive First Team match in which you have played for the Club, the
relevant amount being payable at the end of seasons 2003/04, 2004/05 and
2005/06.

The Club undertakes to fund the MGMRT to the extent necessary to permit the
trustees of the MGMRT to carry out this recommendation. In the event that the
MGMRT ceases to be available, the Club will use its best endeavours to make
equivalent alternative arrangements.

This letter supercedes [sic] the letter dated 1** September 2001 from Douglas
Odam.”

(4) By letter dated 21 August 2008 to Steven Davis, Martin Bain wrote:

“I confirm that the Board of Rangers Football Club (the Club) will recommend to
the Trustees of the Murray Group Management Remuneration Trust (MGMRT) to
include you as the protector of a sub-trust and to fund this sub-trust with a total of
up to £1,200,000 net.

This amount will be payable in insatallments [sic] of £160,000 in August 2008
and £140,000 in February 2009, £150,000 in August 2009, 2010 and 2011 and
February 2010, 2011 and 2012 or earlier at the Club’s sole discretion, subject to
you being a registered player with the Club on each due date.

The Club undertakes to fund the MGMRT to the extent necessary to permit the
trustees of the MGMRT to carry out these recommendations.”
It can be seen that each of these side-letters contains an undertaking by Oldco to the Specified
Player “to fund the MGMRT”. A similar undertaking is found in every other side-letter before
us and it is clear to us (as we believe it must have been to anyone at Oldco with even a basic
grasp of legal matters) that the undertaking was contractually binding as between Oldco and the
player.
[49] On any view, the total annual amount contributed by Oldco to the MGMRT was
substantial. In the statutory accounts of Oldco, they were included under the heading of “Staff
Costs”, along with wages and salaries and certain other costs. The relationship between the cost

of such contributions and that of wages and salaries appears from the following table:
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Year to Wages and Contributions
30 June salaries £'000 to EBT £'000
2000 30,160 Nil

2001 29,595 1,010

2002 28,541 5,176

2003 25,040 6,791

2004 20,587 7,252

2005 17,764 7,241

2006 16,704 9,192

2007 17,064 4,988

2008 28,207 2,291

2009 24,908 2,360

2010 23,667 1,358

The notes to each of the statutory accounts stated that the MGMRT “was established to provide
incentives to certain employees”. It is apparent from the whole evidence available to us that the
great majority of these contributions were made for players.

[50] Itis clear to us that the reason why side-letters were issued to players, in addition to their
contracts of employment, was that they were employed by Oldco to play football. Many side-
letters contained a provision that Oldco would recommend to the trustees of the MGMRT to fund
a sub-trust “subject to you being a registered Rangers player on the due date” and a provision for
payment of specified amounts “for each competitive First Team Match in which the player starts
or...for each competitive First Team Match in which the player enters the field of play as a
substitute”: we refer, for example, to the side-letter to Gregory Vignal dated 4 August 2004.
[51] TItis also clear to us that the undertaking contained in a side-letter was regarded as a very
significant part of the player’s total remuneration package. For example, following the
enactment of section 26 of and Schedule 2 to the Finance Act 2011, by letter dated 3 May 2011
to Steven Davis, Martin Bain wrote:

“On 21 August 2008 you were given a letter of undertaking that certain recommendations
would be made to the Trustees of the [MGMRT] by the Board of Rangers Football Club.
Such recommendations would have resulted in further contributions to the sub-trust of
which you are protector of £450,000 over and above those already made.

Unfortunately, the law has changed and the older arrangement now carries no benefits at

all. Instead, therefore the Board propose to make additional payments of £312,000 in
May 2011 and £312,000 on 31 August 2011 and 28 February 2012 directly to you,
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subject to you being a registered Rangers player on these dates. It’s the Board’s
understanding that such payments will be subject to deductions for Income Tax and
National Insurance contributions, with the net result being that you will receive payment
of the amount which would have gone into the Trust. I trust you will find this
acceptable.”

A similar letter was written on the same date to Sasa Papac.

The decision of the Tax Tribunal
[52] A dispute arose between HMRC and five companies in the Murray Group, including
Oldco. The issue between them was “whether the payments into trust or the benefits taken by
the employee fall to be taxed as emoluments of their employment, with PAYE and NIC liabilities
arising for the employer” (emphasis added): Tax Tribunal majority decision, paragraph 3. The
five companies appealed to the Tax Tribunal against assessments to tax by HMRC. In due
course, by decision released to the parties on 29 October 2012 and published on 20 November
2012, the Tax Tribunal, by a majority, substantially allowed the appeals. Thereafter, leave was
granted to HMRC to appeal against this decision, and on 4 February 2013 it was announced that
an appeal had been lodged.
[53] We wish to emphasise that the issues before this Commission as to alleged
contraventions of the SPL Rules are very different from the questions of tax law which the Tax
Tribunal was required to decide. As stated, they were concerned with the expression
“emoluments”. Crucial to the decision of the majority was that they regarded the loans — for
present purposes, loans to Specified Players — as repayable.
At paragraph 208 they said:
“The format spoken to was of a contract of employment, with remuneration paid subject
to PAYE and NIC and additionally a ‘side-letter’ providing for a discretionary trust
payment. We consider that the side-letter’s obligation does not amount to an emolument.
Again it falls within the description of ‘a discharge of an employer’s obligation to an
employee’.” (emphasis in original).
By the words “discretionary trust payment” we understand the majority to have meant “payment
into a discretionary trust”. At paragraph 218 they said:

“The form of the loan document is sufficient in our view to create a liability to repay...
That the loans were recoverable, on whatever basis, appears to us to be critical... If they
have not been paid over absolutely, then they are not taxable emoluments.” (emphasis in
original)

In their findings of law at paragraph 232, they stated:
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“3. The sums advanced to the employees of the Appellants by way of loan in terms of the
relative loan documents, were made in pursuance of discretionary powers and remain
recoverable and represent debts on their estates.

4. The sums advanced by the Appellant companies into the principal trust, whether on
payment thereto, or on payment to a sub-trust, or thereafter by way of loan to the
employee, were not at any time held absolutely or unreservedly for or to the order of the
individual employee.”
[54] In contrast, as is apparent from the Notice of Commission, we are concerned with the
expressions “financial entitlement” and “payment”. The Tax Tribunal’s findings in fact are not
binding on us: see Secretary of State for Trade and Industry v Bairstow [2003] ECWA Civ 321.
As previously indicated, we are free to treat those findings in fact as hearsay evidence in the

present case, and to give them such weight as we think appropriate. But as will be seen, we do

not find it necessary to take issue with any of those findings in fact.

Rules referred to in Issues 1 to 3: Disclosure
[55] We here set out and discuss the provisions of the Rules which are applicable to Issues 1
to 3, with the exception of Issue 3(c), read together with the concluding words of Issue 3(b),

which we discuss below under the heading “Eligibility of Players”.

Issue 1: period from 23 November 2000 to 21 May 2002
[56] The only Rule referred to in Issue 1 is SPL Rule D10.2.3, in effect prior to 23 May 2005.
This provided:

“The Contract of Service between the Player and the Club shall state the Player’s full
financial entitlement from the Club, including signing-on fees, additional lump sum
payments, remuneration, bonus payments, removal assistance and benefits in kind. In
any dispute between the Player and the Club, the remuneration contained in the Contract
of Service shall be deemed to be the Player’s complete entitlement. Any Club failing to
detail a Player’s full financial entitlement in the Contract of Service shall be dealt with as
the Board may decide.”

Issue 2: period from 22 May 2002 to 22 May 2005

[57] The Rules referred to in Issue 2 are SPL Rule D10.2.3, SPL Rule A7.1, SFA Article 12.3,
SFA Procedures Rule 2.2.1 and SFA Procedures Rule 4. SPL Rule A7.1 and SPL Rule D10.2.3
are quoted above.

[58] SFA Article 12.3, in effect from and including 22 May 2002 provides:

“Furthermore, all payments, whether made by the club or otherwise, which are to be
made to a player solely relating to his playing activities must be fully recorded within the
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[59]

[60]

relevant written agreement with the player prior to submission to the Scottish FA and/or
the recognised football body of which his Club is in membership.”

SFA Procedures Rule 2.2.1, in effect from and including the season 2002/03, provides:

“Unless lodged in accordance with Procedures Rule 2.13 a Non-Recreational Contract
Player Registration Form will not be valid unless it is accompanied by the contract
entered into between the club concerned and the player stating all the terms and
conditions in conformity with the Procedures Rule 4.”

SFA Procedures Rule 4, in effect from and including the season 2002/03, provides:

“All payments to be made to a player relating to his playing activities must be clearly
recorded upon the relevant contract and/or agreement. No payments for his playing
activities may be made to a player via a third party.”

Issue 3: period from 23 May 2005 to 3 May 2011

[61]

The Rules referred to in Issue 3 are SPL Rule D9.3, SPL Rule D1.13, SPL Rule A7.1

SFA Article 12.3, SFA Procedures Rule 2.2.1 and SFA Procedures Rule 4. (Issue 3(c) also
refers to SPL Rule D1.11, which we discuss below under a separate heading.) SPL Rule A7.1,
SFA Article 12.3, SFA Procedures Rule 2.2.1 and SFA Procedures Rule 4 are quoted above.

[62]

SPL Rule D9.3, in effect from and including 23 May 2005, provides:

“No Player may receive any payment of any description from or on behalf of a Club in
respect of that Player’s participation in Association Football or in an activity connected
with Association Football, other than in reimbursement of expenses actually incurred or
to be actually incurred in playing or training for that Club, unless such payment is made
in accordance with a Contract of Service between that Club and the Player concerned.”

SPL Rule D1.13, in effect from and including 23 May 2005 provides:

“A Club must, as a condition of Registration and for a Player to be eligible to Play in
Official Matches, deliver the executed originals of all Contracts of Service and
amendments and/or extensions to Contracts of Service and all other agreements providing
for payment, other than for reimbursement of expenses actually incurred, between that
Club and Player, to the Secretary [of the SPL], within fourteen days of such Contract of
Service or other agreement being entered into, amended and/or, as the case may be,
extended.”

The proper approach to construction of these Rules

[63]

In considering the expressions “financial entitlement” and “payment” in the provisions

quoted above - which appear to us to be the key expressions - we start with the proposition that,

as already explained, these provisions are all contractually binding on the members of the SPL.

It was not in dispute before us that contractual provisions such as this require to be construed in a

manner which is consistent with the context in which they are used and the purpose which the

parties using them intended to fulfil. In a case recently decided in the Supreme Court, Lloyds
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TSB Foundation for Scotland v Lloyds Banking Group Plc [2013] UK SC 3, Lord Mance said in
paragraph 21 that “the proper approach is contextual and purposive”. He cited Prenn v
Simmonds [1971] 1 WLR 1381, in which Lord Wilberforce said at pp 1383 to 1384:

“We must...enquire beyond the language and see what the circumstances were with
reference to which the words were used, and the object, appearing from those
circumstances, which the person using them had in view.”
[64] Clearly, the expressions “financial entitlement” and “payment” must be construed in the
context of the relevant Articles and Rules; but in our opinion they also require to be interpreted

in the wider context in order to establish their purpose and to be applied in such a way as to fulfil

that purpose.

The purpose of these Rules

[65] Evidence was given by lain Blair, the Company Secretary of the SPL. (He is also
Secretary to this Commission, but no objection was made to his being called as a witness.) Part
of his role involves supervising the receipt and processing of the contractual documentation
disclosed by SPL member clubs in relation to players employed by those clubs. This processing
involves checking that the contracts contain all of the information required by the SPL Rules.
He gave evidence, which was uncontested and which we accept, about the mischief which the
Articles and Rules with which we are concerned are intended to prevent, i.e. their purpose.

[66] Professional football has considerable financial and commercial significance. This arises
in a number of different ways. Football clubs can have significant financial value; commercial
opportunities are widely exploited through broadcasting, sponsorship, endorsement and a wide
range of other means; prize money and rights fee payments can be substantial and there is
extensive interest in gambling on professional football.

[67] Inrecognition of the need to regulate the business of professional football in order to
maintain its sporting integrity the international and national associations and the professional
leagues have adopted extensive measures to ensure (so far as possible) that players do not
receive irregular or improper payments or benefits. Amongst such measures which have been
adopted are those which require that all payments and benefits received by or for the benefit of
professional footballers must be disclosed in advance to the relevant national association and
league body and that all such payments and benefits must be made by the club employing the
relevant player. The English Football Association, English Premier League, English Football
League and Scottish Football League all have rules which require such disclosure. In an

environment in which all such payments and benefits must be so disclosed in advance and must
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be made or provided by the employing club it is much easier to identify irregular or improper
payments or benefits which might compromise the sporting integrity of the competition.

[68] In short, the main purpose of these Articles and Rules is the promotion of sporting
integrity. They also afford a protection to clubs and players in the event of dispute about a

player’s financial entitlement.

Issues 1 to 3: Non-disclosure

Issue 1: period 1

[69] The question we have to consider in connection with Issue 1 is whether, during the period
from 23 November 2000 to 21 May 2002, by entering into EBT arrangements with Specified
Players which were not detailed or recorded in their contracts of service and not disclosed to the
SPL, there was a breach of SPL Rule D10.2.3 by Oldco and Rangers FC.

[70]  In our opinion the answer to this question can be found on a straightforward application
of Rule D10.2.3, giving the words used in it their ordinary meaning. Each side-letter issued to a
Specified Player clearly constituted a contractual agreement: the unanimous view of the Tax
Tribunal also was that it was an “obligation”. The player had an entitlement to require Oldco to
fund the main trust to the extent necessary to permit the trustees to fund the sub-trust to be
established for the player. That was a contractual entitlement, constituting a financial liability on
the part of Oldco to the player, and enforceable by the player. It was therefore a “financial
entitlement”. Accordingly, in the case of each of the Specified Players in lists 1A and 1B, the
EBT arrangements were an essential element of “the Player’s full financial entitlement” within

the meaning of Rule 10.2.3.

Issue 2: period 2
[71] The question we have to consider in connection with Issue 2 is whether, during the period

from 22 May 2002 to 22 May 2005, by entering into EBT arrangements with Specified Players
which were not detailed or recorded in their contracts of service and not disclosed to the SPL or
SFA, there was a breach of SPL Rule D10.2.3, SPL Rule A7.1, SFA Article 12.3, SFA
Procedures Rule 2.2.1 and SFA Procedures Rule 4 by Oldco and Rangers FC.

[72] The opinion we have expressed about SPL Rule D10.2.3 in connection with Issue 1 is
equally applicable to our consideration of Issue 2.

[73] SPL Rule A7.1 obliges members of the SPL to comply with the SFA Articles and its
statutes and regulations. SFA Article 12.3, SFA Procedures Rule 2.2.1 and SFA Procedures
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Rule 4 in effect require all payments to be made to a player relating to his playing activities to be
recorded in his contract of employment and disclosed to the SFA.

[74] The key expression in SFA Article 12.3 and Procedures Rule 4 is “payments”. For
reasons already given, we consider it appropriate to give a purposive construction to this
expression. Under the EBT arrangements Oldco was to make payments to the main trust, which
were intended to be paid over to the sub-trust, the trustees of which were to advance loans to the
player, as and when requested by the player. The player was to be appointed as protector of the
trust, with the power to give directions to the trustees and thus to determine the identity of the
beneficiaries.

[75] The common intention of the parties, and the only basis on which these terms were
agreed, was that the player should take the benefit, through the trust arrangements, of the
payments which Oldco was agreeing to make. If it had not been intended that the player would
directly benefit from the EBT arrangements then there is no reason to believe that the player
would have agreed to accept the overall financial package offered by Oldco.

[76] In those circumstances the mutual intent of the contracting parties, Oldco and the player,
was that the player should receive payments from the sub-trust, which payments were to be
funded indirectly by Oldco. On that basis the player was to receive “payments ... made by the
club” within the meaning of SFA Article 12.3 and Procedures Rule 4. The fact that the payment
was to be in the form of a loan is not material. A loan of money is made by payment of the
money by the lender to the borrower. The general law is that the loan is repayable on demand
(with interest), or on such terms as may be agreed; but this does not detract from the starting
point being the initial payment.

[77] In the alternative, the payment by Oldco to the MGMRT itself constituted a payment
received by the player. It was a payment made at the request of the player to fund a sub-trust to
be established on his behalf, of which he was to be the protector and over which he would
exercise control. On that basis the payment by Oldco was a payment paid for the benefit of the
player and thus received by him or on his behalf.

[78] For the reasons given above the payments which Oldco agreed to make under a side-
letter were payments from Oldco to the player relating, or solely relating, to his playing activities

within the meaning of SFA Article 12.3 and Procedures Rule 4.

Issue 3: period 3
[79] The question we have to consider in connection with Issue 3 (except Issue 3(c)) is

whether, during the period from 23 May 2005 to 3 May 2011, by entering into EBT
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arrangements with Specified Players which were not detailed or recorded in their contracts of
service and not disclosed to the SPL or SFA, there was a breach of SPL Rule D9.3, SPL Rule
D1.13, SPL Rule A7.1, SFA Article 12.3, SFA Procedures Rule 2.2.1 and SFA Procedures Rule
4 by Oldco and Rangers FC.

[80] The opinion we have expressed about SFA Article 12.3 and Procedures Rules 2.2.1 and 4
in connection with Issue 2 is equally applicable to our consideration of Issue 3.

[81] The key expression in SPL Rules 9.3 and D1.13 is “payment”. For reasons already
given, we consider it appropriate to give a purposive construction to this expression. We also
consider it appropriate to give it a construction which is consistent with that which we have
given to the comparable SFA provisions, which use the word “payments”. Our reasoning in
connection with Issue 2 is therefore equally applicable to Issue 3, and we see no need to repeat it.
Again, the fact that the payment was to be in the form of a loan is not material, as Rule D9.3
covers a “payment of any description”.

[82] For the reasons given above, in our opinion (1) the side-letters constituted “agreements
providing for payment ... between that Club and Player” within the meaning of SPL Rule D1.13,
and (2) the payments which Oldco agreed to make under a side-letter were payments from Oldco
to the player (a) “from or on behalf of a Club in respect of that Player’s participation in
Association Football” within the meaning of SPL Rule D9.3 and (b) relating, or solely relating,
to his playing activities within the meaning of SFA Article 12.3 and Procedures Rule 4.

General conclusion
[83] For all these reasons, we are satisfied that breaches of the Rules have been established in
terms of Issues 1 to 3, except Issue 3(c) and the concluding words of Issue 3(b), which we shall

now discuss.

Issue 3(c): Eligibility of Players
[84] SPL Rule D1.11, which with its predecessor were in effect from and including 23 May
2005, provides:
“Any Club playing an ineligible Player in an Official Match and the Player concerned
shall be in breach of the Rules.”
Issue 3(c) alleges that during the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers
FC, whilst a member of the SPL, breached Rule D1.11 by playing the Specified Players in lists

3A and 3B in official matches when those players were ineligible so to play. This requires to be
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read in conjunction with the concluding passage of Issue 3(b) which alleges that Oldco and
Rangers FC breached SPL Rule D1.13, as discussed above, “such that Rangers FC was in breach
of a condition of the registration of such players and such players were ineligible to play in
official matches for Rangers FC”. Reference also requires to be made to SFA Registration
Procedure Rules 2.2.1 and 4.

[85] In addressing us on Issue 3(c), Mr McKenzie sought to include a reference to period 2.
Although there is a passage in the outline written argument for the SPL which may be taken to
relate to period 2, Issue 3(c) and the relevant passage in Issue 3(b) both relate to period 3, from
23 May 2005 until 3 May 2011 (inclusive). No notice is given in the Notice of Commission of
any comparable allegation relating to any earlier period, and for this reason we are not prepared
to consider this part of the argument.

[86] Evidence was given by Alexander Bryson, Head of Registrations at the SFA, who
described the registration process. During the course of his evidence he explained that, once a
player had been registered with the SFA, he remained registered unless and until his registration
was revoked. Accordingly, even if there had been a breach of the SFA registration procedures,
such as a breach of SFA Article 12.3, the registration of a player was not treated as being invalid
from the outset, and stood unless and until it was revoked.

[87] Mr McKenzie explained to us that SPL. Rule D1.13 had hitherto been understood to mean
that if, at the time of registration, a document was not lodged as required, the consequence was
that a condition of registration was broken and the player automatically became ineligible to play
in terms of SPL Rule D1.11. He accepted however that there was scope for a different
construction of the rule, to the effect that, as the lodging of the document in question was a
condition of registration, the registration of the player would be liable to revocation, with the
consequence that the player would thereafter become ineligible to play. He accepted that no
provision of the Rules enabled the Board of the SPL retrospectively to terminate the registration
of the player. It became apparent from his submissions that Mr McKenzie was not pressing for a
finding that Issue 3(c), together with the concluding words of Issue 3(b), had been proved.

[88] In our opinion, this was a correct decision by Mr McKenzie. There is every reason why
the rules of the SFA and the SPL relating to registration should be construed and applied
consistently with each other. Mr Bryson’s evidence about the position of the SFA in this regard
was clear. In our view, the Rules of the SPL, which admit of a construction consistent with those
of the SFA, should be given that construction. All parties concerned — clubs, players and
footballing authorities — should be able to proceed on the faith of an official register. This means

that a player’s registration should generally be treated as standing unless and until revoked.
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There may be extreme cases in which there is such a fundamental defect that the registration of a
player must be treated as having been invalid from the outset. But in the kind of situation that
we are dealing with here we are satisfied that the registration of the Specified Players with the
SPL was valid from the outset, and accordingly that they were eligible to play in official
matches. There was therefore no breach of SPL Rule D1.11.

[89] For these reasons we are not satisfied that any breach of the Rules has been established in
terms of Issue 3(c), taken in conjunction with the concluding words of Issue 3(b) quoted above.
This is an important finding, as it means that there was no instance shown of Rangers FC

fielding an ineligible player.

Issue 4: Delay in Provision of Information
The relevant Rules
[90] SPL Rule F1 provides:

“Every Club shall keep detailed financial records and the Company shall be entitled to
inspect such records and to require Clubs to provide copies of any financial or other
records which the Company may reasonably require in order to enable the Company to
investigate whether the Club has complied and is complying with these Rules, the
Articles of Association, the SFA Articles, the UEFA Statutes and the FIFA Statutes and
to ensure compliance by the Club with the same.”

[91] We have already quoted Rule G1.1 in paragraph [1] of this Decision. Rule G.1.5

provides:

“The Board, and where appointed by the Board, a Commission, may require ... the
production to the Board or a Commission of any books, letters and other documents or
records whatsoever and howsoever kept relating to or concerning any matter in relation to
which the Board, and where appointed by the Board, a Commission, shall have the power
of enquiry or determination in terms of Rules G1.1 and G1.2 respectively.”

The facts

[92] Issue 4 relates to events during the period when the joint administrators were in control of
the affairs of Oldco. On 5 March 2012 Rod McKenzie of Harper Macleod LLP, the solicitors
acting for the SPL, wrote to the joint administrators stating that the Board of the SPL had
determined on 1 March 2012 to instruct an investigation relating to payments made by Oldco to
players for playing football which had not been disclosed in those players’ contracts of service,
and in particular the use by Oldco of EBT payments and arrangements (“the investigation”). By
this letter, the SPL required Oldco, as part of the investigation, to deliver copies of any and all
items of documentation, communications, contract documents, notes, correspondence, emails,

trust deeds, memoranda and others, including all notes of conversations and meetings in any way
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concerning and relating to EBT payments and arrangements paid and/or made in respect of
players whether held by Oldco or by a third party for and on behalf of Oldco, and certain other
detailed information, to Harper Macleod by 5 pm on 9 March 2012.
[93] On 7 March 2012 Oldco requested an extension to the deadline for production of the
required materials, and suggested a deadline of 14 March 2012. This extension was granted and
the deadline for the production of the required materials was altered to 5 pm on that day. No
materials were produced prior to this deadline.
[94] On 15 March 2012, Michael McLaughlin of Biggart Baillie (now DWF Biggart Baillie)
emailed Harper Macleod to state that he was now instructed by Oldco, and that all future
correspondence be directed to him. No materials were produced by 20 March 2012, and the
SPL’s solicitors reported the failure of Oldco to cooperate with the investigation to the Board.
[95] By letter dated 22 March 2012 Mr McLaughlin wrote:
“[1]t is the Club’s position that it is not compelled to intimate documents that relate to the
Trust at this time.”
By letter dated 28 March 2012 he stated that Oldco was willing to “provide the documentation
requested as and when it becomes necessary and appropriate to do so.”
[96] Atameeting on 12 April 2012 one of the joint administrators undertook on behalf of
Oldco to make four binders of documentation immediately available to the SPL. This did not
happen.
[97] By email of 16 April 2012, Biggart Baillie passed on a request to the Murray Group in
these terms:
“Harper Macleod has requested intimation of financial information and documentation by
Rangers. Specifically we have been asked to ask the Murray Group whether or not it
would be prepared to intimate to Harper Macleod, an entire set of productions from the
First Tier Tax Tribunal Hearing ... that relates to operation of the trusts.”
By further email of 16 April 2012 Biggart Baillie told Harper Macleod that documentation held
by Oldco which would fall within the SPL’s request for information contained, in their view,
“sensitive personal data” of current and former employees of Oldco. Biggart Baillie further
stated that disclosure of the requested information might breach the Data Protection Act 1998
unless all such personal and sensitive personal data were to be redacted from the information
prior to disclosure.
[98] Meanwhile, BBC Scotland came, by unknown means, into possession of what they
described as “dozens of secret emails, letters and documents”, which we understand were the

productions before the Tax Tribunal. These formed the basis of a programme entitled “Rangers
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— The Men Who Sold the Jerseys”, which was broadcast on 23 May 2012. BBC Scotland also
published copious material on its website. The published material included a table containing
the names of Rangers players, coaches and staff who were beneficiaries of the MGMRT, and
how much they received through that trust. It also listed the names of people where the BBC had
seen evidence that they received side-letters. This event appears to have been the trigger for
more activity in response to the SPL’s request.

[99] On 31 May 2012 Biggart Baillie disclosed a number of redacted side-letters and other
letters ancillary to side-letters. A total of 50 redacted letters were disclosed, 40 of which were
side-letters (one being a duplicate), six were ancillary to side-letters and four related to
contractual payments to Specified Players which had previously been disclosed to the SPL.
[100] The redacted side-letters provided to the SPL clearly did not comprise all the side-letters
which were extant and should have been provided, as could readily be established by comparison
of the redacted side-letters with the side letters listed by BBC Scotland. Moreover, there was in
our opinion no justification for redaction, as it is clear from comparison between redacted and
un-redacted versions that what had been redacted was the identities of players and financial
information relating to them. Financial information is not included among the “sensitive
personal data” listed in section 2 of the Data Protection Act, and given the nature of the
applicable rules these names and financial information should have been included in the
documents sent to the SPL in response to the original request on 5 March 2012. As we have
said, we have now been provided, at our request but without further demur, with un-redacted
copies of the side-letters.

[101] Given that disclosure of the requested players’ personal data to the SPL or this
commission would not have resulted in Oldco being in breach of the Data Protection Act, Oldco
should have disclosed all of the requested information in un-redacted form pursuant to SPL
Rules G1.1.1 and G1.5. All side-letters in respect of the Specified Players, along with all other
relevant financial records, ought to have been held by or on behalf of Oldco. As such, all such
materials ought to have been readily accessible and ought to have been capable of production to
the SPL or Harper Macleod within a reasonable period of time. In the event, 12 weeks elapsed
between the initial requirement and the production of the redacted side-letters. Moreover, Oldco
was not entitled to redact any materials produced to the SPL in terms of Rule F.1. By entering a
contract of service with a club, a player consents to the club producing such materials to the SPL

as is necessary for the club to comply with the rules: see Rule D1.14, which provides:
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“By permitting himself to be Registered, a Player shall be deemed to have submitted

himself to the jurisdiction of the Company and to the Board and to have agreed to adhere

to, comply with and be subject to these Rules...”.
[102] In these circumstances Oldco breached Rule F.1 by failing to provide all of the
documents, information and materials specified in the letter of 5 March 2012 and by redacting
the materials produced. This restricted the ability of the SPL to investigate Oldco’s compliance
with the SPL Rules, the SFA Articles of Association and Rules, UEFA statutes and FIFA
statutes. The failure to provide the required documents, information and materials, the redaction
of the limited materials produced, and the unwarranted delay in the production thereof
constituted a breach by Oldco of its obligations under and in terms of Rule G1.1 to afford every
assistance to the Board of the SPL, or its solicitors, in the conduct of the investigation. They
likewise constituted a breach by Oldco of its obligations under and in terms of rule G1.5 to
produce to the Board of the SPL, or its solicitors, in the books, letters or other documents or
records whatsoever relating to EBT payments and arrangements paid or made by Oldco in

respect of players.

Sanction

[103] Under SPL Rule G6.1 we have the power to impose a wide range of sanctions. Under
Rule G6.1.18 we may in addition “make such other direction, sanction or disposal, not expressly
provided for in these Rules”. Since at the time of the hearing we had made no decision on the
merits, we invited Mr McKenzie and Mr Mure to address us on various hypotheses.

Mr McKenzie stated, and we wish to emphasise, that the SPL did not seek the imposition by us of
any specific sanction. It was a matter for the exercise of the Commission’s discretion in the
whole circumstances of the case. This should be borne in mind for the remainder of our

discussion of the question of sanction.

Issues I to 3

[104] As we have already explained, in our view the purpose of the Rules applicable to Issues 1
to 3 is to promote the sporting integrity of the game. These rules are not designed as any form of
financial regulation of football, analogous to the UEFA Financial Fair Play Regulations. Thus it
is not the purpose of the Rules to regulate how one football club may seek to gain financial and
sporting advantage over others. Obviously, a successful club is able to generate more income
from gate money, sponsorship, advertising, sale of branded goods and so on, and is consequently

able to offer greater financial rewards to its manager and players, in the hope of even more
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success. Nor is it a breach of SPL or SFA Rules for a club to arrange its affairs — within the law
— s0 as to minimise its tax liabilities. The Tax Tribunal has held (subject to appeal) that Oldco
was acting within the law in setting up and operating the EBT scheme. The SPL presented no
argument to challenge the decision of the majority of the Tax Tribunal and Mr McKenzie stated
expressly that for all purposes of this Commission’s Inquiry and Determination the SPL accepted
that decision as it stood, without regard to any possible appeal by HMRC. Accordingly we
proceed on the basis that the EBT arrangements were lawful. What we are concerned with is the
fact that the side-letters issued to the Specified Players, in the course of the operation of the EBT
scheme, were not disclosed to the SPL and the SFA as required by their respective Rules.

[105] It seems appropriate in the first place to consider whether such breach by non-disclosure
conferred any competitive advantage on Rangers FC. Given that we have held that Rangers FC
did not breach Rule D1.11 by playing ineligible players, it did not secure any direct competitive
advantage in that respect. If the breach of the rules by non-disclosure of the side-letters
conferred any competitive advantage, that could only have been an indirect one. Although it is
clear to us from Mr Odam’s evidence that Oldco’s failure to disclose the side-letters to the SPL
and the SFA was at least partly motivated by a wish not to risk prejudicing the tax advantages of
the EBT scheme, we are unable to reach the conclusion that this led to any competitive
advantage. There was no evidence before us as to whether any other members of the SPL used
similar EBT schemes, or the effect of their doing so. Moreover, we have received no evidence
from which we could possibly say that Oldco could not or would not have entered into the EBT
arrangements with players if it had been required to comply with the requirement to disclose the
arrangements as part of the players’ full financial entitlement or as giving rise to payment to
players. It is entirely possible that the EBT arrangements could have been disclosed to the SPL
and SFA without prejudicing the argument — accepted by the majority of the Tax Tribunal at
paragraph 232 of their decision — that such arrangements, resulting in loans made to the players,
did not give rise to payments absolutely or unreservedly held for or to the order of the individual
players. On that basis, the EBT arrangements could have been disclosed as contractual
arrangements giving rise to a facility for the player to receive loans, and there would have been
no breach of the disclosure rules.

[106] We therefore proceed on the basis that the breach of the rules relating to disclosure did
not give rise to any sporting advantage, direct or indirect. We do not therefore propose to
consider those sanctions which are of a sporting nature.

[107] We nevertheless take a serious view of a breach of rules intended to promote sporting

integrity. Greater financial transparency serves to prevent financial irregularities. There is
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insufficient evidence before us to enable us to draw any conclusion as to exactly how the senior
management of Oldco came to the conclusion that the EBT arrangements did not require to be
disclosed to the SPL or the SFA. In our view, the apparent assumption both that the side-letter
arrangements were entirely discretionary, and that they did not form part of any player’s
contractual entitlement, was seriously misconceived. Over the years, the EBT payments
disclosed in Oldco’s accounts were very substantial; at their height, during the year to 30 June
2006, they amounted to more than £9 million, against £16.7 million being that year’s figure for
wages and salaries. There is no evidence that the Board of Directors of Oldco took any steps to
obtain proper external legal or accountancy advice to the Board as to the risks inherent in
agreeing to pay players through the EBT arrangements without disclosure to the football
authorities. The directors of Oldco must bear a heavy responsibility for this. While there is no
question of dishonesty, individual or corporate, we nevertheless take the view that the non-
disclosure must be regarded as deliberate, in the sense that a decision was taken that the side-
letters need not be or should not be disclosed. No steps were taken to check, even on a
hypothetical basis, the validity of that assumption with the SPL or the SFA. The evidence of
Mr Odam (cited at paragraph [43] above) clearly indicates a view amongst the management of
Oldco that it might have been detrimental to the desired tax treatment of the payments being
made by Oldco to have disclosed the existence of the side-letters to the football authorities.
[108] Given the seriousness, extent and duration of the non-disclosure, we have concluded that
nothing less than a substantial financial penalty on Oldco will suffice. Although we are well
aware that, as Oldco is in liquidation with an apparently massive deficiency for creditors (even
leaving aside a possible reversal of the Tax Tribunal decision on appeal), in practice any fine is
likely to be substantially irrecoverable and to the extent that it is recovered the cost will be borne
by the creditors of Oldco, we nevertheless think it essential to mark the seriousness of the
contraventions with a large financial penalty. Since Issues 1 to 3 relate to a single course of
conduct, a single overall fine is appropriate. Taking into account these considerations, we have
decided to impose a fine of £250,000 on Oldco.

[109] It is the board of directors of Oldco as a company, as distinct from the football
management or players of Rangers FC as a club, which appears to us to bear the responsibility
for the breaches of the relevant rules. All the breaches which we have found were therefore
clearly committed by Oldco. We see no room or need for separate findings of breaches by
Rangers FC, which was not a separate legal entity and was then part (although clearly in football
and financial terms the key part) of the undertaking of Oldco. Rangers FC is of course now

owned and operated by Newco, which bears no responsibility for the matters with which we are
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concerned. For the reasons already given, we have decided against the imposition of a sporting
sanction. In these circumstances the financial penalty lies only upon Oldco and does not affect

Rangers FC as a football club under its new ownership.

Issue 4

[110] Failure to respond timeously to legitimate requests for the provision of information is a
serious breach of the rules. If the football authorities are to perform their functions effectively,
such requests by them must be met. In the present case, at the time that the initial request was
made, and throughout the subsequent period, Oldco was in administration and the administrators
were acting as its agents. The administrators had the responsibility of discharging Oldco’s
obligations, including those to the football authorities. They did not do so, and thus caused
Oldco to be in breach of the Rules. We have decided, however, without wishing to detract from
the gravity of the breach, that no separate financial penalty should be imposed on Oldco in this

regard. Instead, we shall impose an admonition

Result
[111] In the result, therefore, and for all the foregoing reasons:
(1) We find the breaches in Issue 1, Issue 2, Issue 3 (except Issue 3(c) and the concluding

passage of Issue 3(b) starting with “such that Rangers FC . . . .”) and Issue 4 proved
against RFC 2012 Plc (in liquidation), formerly The Rangers Football Club Plc.

(2) We fine RFC 2012 Plc (in liquidation) £250,000 in respect of Issues 1 to 3, and
admonish it in respect of Issue 4.

(3) We make no separate finding of breach by Rangers FC and impose no penalty on it.

Publicity
[112] By Rule G7.2, it is for the Board to determine what, if any, publicity is to be given to a
decision of the Board or a Commission. In our view, the present decision should be published in

unredacted form as soon as it is made available, and we so recommend.

W A Nimmo Smith
(The Rt Hon Lord Nimmo Smith)
Chairman, for and on behalf of the Commission
Hampden Park, Glasgow
28 February 2013
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Annex

The Scottish Premier League: Notice of Commission

A. Notice

The Board of the Company (defined below) has, in terms of Rule G3, appointed a Commission
to inquire, in terms of Rule G1.1, into the Issues (defined below), to determine, in terms of Rule
G1.2, whether there has with respect to the Issues been a breach or breaches of and/or a failure or
failures to fulfil the Rules and, in the event that the Commission determines that there has with
respect to the Issues been a breach or breaches of and/or a failure or failures to fulfil the Rules, to
exercise such of the powers in Rules G6.1 and G6.2 as the Commission shall think appropriate.

B. Definitions

In this notice capitalised words and phrases have their defined meanings as specified in this
notice and in the Rules of the Scottish Premier League.

“Company”

The Scottish Premier League Limited, Hampden Park, Glasgow, G51 2XD

“EBT Payments and Arrangements”

Payments made by or for Rangers PLC into an employee benefit trust or trusts for the benefit of
Players, including the Specified Players, employed by Rangers PLC as Professional Players,
Registered and/or to be Registered as Professional Players with the Scottish Premier League and
Playing and/or to Play for Rangers FC in the Scottish Premier League and payments made by or
for Rangers PLC into a sub-trust or sub-trusts of such trust or trusts of which such Players were
beneficiaries, payments by such trust or trusts and/or sub-trust or sub-trusts to such Players
and/or for the benefit of such Players and any and all arrangements, agreements and/or
undertakings and the like or similar relating to or concerning any of such Players and payments.

“Issues”

The issues for inquiry into and determination by the Commission set out in paragraph C. of this
notice.

“Rangers FC”
Rangers Football Club, Ibrox Stadium, 150 Edmiston Drive, Glasgow, G51 2XD
“Rangers PLC”

RFC 2012 P.L.C. (in administration) (formerly known as The Rangers Football Club plc), Ibrox
Stadium, 150 Edmiston Drive, Glasgow, G51 2XD

“Specified Players 1A”
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Tore André Flo
Shota Arveladze
Michael Ball
Stefan Klos
Russell Latapy
Neil McCann
Christian Nerlinger
Arthur Numan

“Specified Players 1B”

O NN RN =

9

10.
11.
12.
13.
14.

Alan Hutton
Andrei Kanchelskis
Barry Ferguson
Bert Konterman
William Dodds
Christopher Burke
Claudio Caniggia
Craig Moore
Fernando Ricksen
Lorenzo Amoruso
Maurice Ross
Ronald de Boer
Steven Smith
Tero Penttilad

“Specified Players 2A”

o R N
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e R

Mikel Amatrain Arteta
Shota Arveladze
Jérome Bonnissel
Thomas Buffel
Jesper Christiansen
Nuno Fernando Gongalves da Rocha
Dan Eggen

Tore André Flo
Stefan Klos
Russell Latapy
Peter Lovenkrands
Neil McCann
Michael Mols
Kevin Muscat
Christian Nerlinger
Arthur Numan
Dado Prso

Alex Rae

Gavin Rae

Paolo Vanoli
Grégory Vignal
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“Specified Players 2B”
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Alan Hutton

Barry Ferguson
Robert Malcolm
Christopher Burke
Egil Ostenstad
Fernando Ricksen
Jean-Alain Boumsong
Lorenzo Amoruso
Marvin Andrews
Maurice Ross

Ignacio Javier Gomez Novo
Ronald de Boer
Ronald Waterreus
Sotirious Kyrgiakos
Steven Smith

Steven Thomson
Zurab Khizanishvili

“Specified Players 3A”

o R

10.
11.
12.
13.
14.
15.

Mikel Amatrain Arteta
Shota Arveladze
Michael Ball
Olivier Bernard
Kris Boyd

Thomas Buffel
Jesper Christiansen
Steven Davis
Brahim Hemdani
Peter Lovenkrands
Pedro Mendes
Kevin Muscat

SaSa Papac

Julien Rodriguez
Grégory Vignal

“Specified Players 3B”

AR SR RO e

Alan Hutton

Carlos Cuéllar
Christopher Burke
Fernando Ricksen
Federico Nicto

Ian Murray
Jean-Alain Boumsong
Libor Sionko

Lorenzo Amoruso
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10.
11.
12.
13.
14.
15.
16.

2(a)

2(b)

2(c)

Marvin Andrews

Ignacio Javier Gomez Novo
Ronald Waterreus

Sotirious Kyrgiakos

Steven Smith

Steven Thomson

Zurab Khizanishvili

Issues for Inquiry into and Determination by the Commission

Whether during:-

the period from 23 November 2000 until 21 May 2002 (inclusive) Rangers PLC, whilst a
member of the Company and the owner and operator of Rangers FC, and Rangers FC,
whilst a member of the Scottish Premier League, breached Rule D10.2.3 by making
and/or entering into EBT Payments and Arrangements in respect of the Specified Players
1A and/or the Specified Players 1B and/or other Players employed by Rangers PLC
without detailing same in the relevant Players’ Contracts of Service;

the period from 22 May 2002 until 22 May 2005 (inclusive) Rangers PLC, whilst a
member of the Company and the owner and operator of Rangers FC, and Rangers FC,
whilst a member of the Scottish Premier League, breached Rule D10.2.3 by making
and/or entering into EBT Payments and Arrangements in respect of the Specified Players
2A and/or the Specified Players 2B and/or other Players employed by Rangers PLC
without detailing same in the relevant Players’ Contracts of Service;

the period from 22 May 2002 until 22 May 2005 (inclusive) Rangers PLC, whilst a
member of the SFA and the Company and the owner and operator of Rangers FC, and
Rangers FC, whilst a member of the Scottish Premier League, breached Rule A7.1 and
SFA Article 12.3 by making and/or entering into EBT Payments and Arrangements in
respect of the Specified Players 2A and/or the Specified Players 2B and/or other Players
where such EBT Payments and Arrangements related solely to the playing activities of
each of the Specified Players 2A and/or the Specified Players 2B and/or other Players
without recording such EBT Payments and Arrangements in the written agreements
between each of the Specified Players 2A and/or the Specified Players 2B and/or other
Players and Rangers PLC prior to submission of such written agreements to the SFA and,
separately, to the Company;

the period from 22 May 2002 until 22 May 2005 (inclusive) Rangers PLC, whilst a
member of the SFA and the Company and the owner and operator of Rangers FC, and
Rangers FC, whilst a member of the Scottish Premier League, breached Rule A7.1, SFA
Registration Procedures Paragraph 2.2.1 and SFA Procedures Rule 4 by making and/or
entering into EBT Payments and Arrangements in respect of the Specified Players 2A
and/or the Specified Players 2B and/or other Players employed by Rangers PLC without
submitting to the SFA along with an Non-Recreational Contract Player Registration Form
a contract entered into between Rangers PLC and each of the Specified Players 2A and/or
the Specified Players 2B and/or other Players stating all of the terms between each of the
Specified Players 2A and/or the Specified Players 2B and/or other Players and Rangers
PLC recording all of the payments to be made to each of the Specified Players 2A and/or
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2(d)

3(a)

3(b)

3(c)

3(d)

the Specified Players 2B and/or other Players for their respective playing activities for
Rangers FC;

the period from 22 May 2002 until 22 May 2005 (inclusive) Rangers PLC, whilst a
member of the SFA and the Company and the owner and operator of Rangers FC, and
Rangers FC, whilst a member of the Scottish Premier League, breached Rule A7.1 and
SFA Procedures Rule 4 by making and/or entering into EBT Payments and
Arrangements in respect of the Specified Players 2A and/or the Specified Players 2B
and/or other Players to the effect of and, separately, with the intent that payments would
be made via a third party to each of the Specified Players 2A and/or the Specified Players
2B and/or other Players for their respective playing activities with and for Rangers FC,
such third party being the respective trusts and/or sub-trusts relating to each of the
Specified Players 2A and/or the Specified Players 2B and/or other Players which were
part of the relevant EBT Payments and Arrangements for each of the Specified Players
2A and/or the Specified Players 2B and/or other Players;

the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers PLC, whilst a
member of the Company and the owner and operator of Rangers FC, and Rangers FC,
whilst a member of the Scottish Premier League, breached Rule D9.3 by making and/or
entering into EBT Payments and Arrangements in respect of the Specified Players 3A
and/or the Specified Players 3B and/or other Players employed by Rangers PLC whereby
each of the Specified Players 3A and/or the Specified Players 3B and/or other Players
received and/or had the benefit of a payment or payments from or on behalf of Rangers
PLC in respect of each such Player’s participation in Association Football or an activity
within Association Football for Rangers FC other than in reimbursement of expenses
actually incurred or to be incurred in playing or training for Rangers FC which were not
in accordance with a Contract of Service between Rangers PLC and each of the Players
concerned;

the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers PLC, whilst a
member of the Company and the owner and operator of Rangers FC, and Rangers FC,
whilst a member of the Scottish Premier League, breached Rule D1.13 by making and/or
entering into EBT Payments and Arrangements in respect of the Specified Players 3A
and/or the Specified Players 3B and/or other Players which provided for payment other
than for reimbursement of expenses actually incurred and failed to deliver agreements
relative to such EBT Payments and Arrangements to the Secretary within fourteen days
of such agreements being entered into and/or amended such that Rangers FC was in
breach of a condition of the Registration of such Players and such Players were ineligible
to Play in Official Matches for Rangers FC;

the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers FC, whilst a member
of the Scottish Premier League, breached Rule D1.11 by Playing the Specified Players
3A and/or the Specified Players 3B in Official Matches when those Players were
ineligible so to play;

the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers PLC, whilst a
member of the SFA and the Company and the owner and operator of Rangers FC, and
Rangers FC, whilst a member of the Scottish Premier League, breached Rule A7.1 and
SFA Article 12.3 by making and/or entering into EBT Payments and Arrangements in
respect of the Specified Players 2A and/or the Specified Players 2B and/or other Players
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3(e)

3(f)

4(a)

where such EBT Payments and Arrangements related solely to the playing activities of
each of the Specified Players 2A and/or the Specified Players 2B and/or other Players
without recording such EBT Payments and Arrangements in the written agreements
between each of the Specified Players 2A and/or the Specified Players 2B and/or other
Players and Rangers PLC prior to submission of such written agreements to the SFA and
separately to the Company;

the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers PLC, whilst a
member of the SFA and the Company and the owner and operator of Rangers FC, and
Rangers FC, whilst a member of the Scottish Premier League, breached Rule A7.1, SFA
Registration Procedures Paragraph 2.2.1 and SFA Procedures Rule 4 by making and/or
entering into EBT Payments and Arrangements in respect of the Specified Players 2A
and/or the Specified Players 2B and/or other Players employed by Rangers PLC without
submitting to the SFA along with an Non-Recreational Contract Player Registration Form
a contract entered into between Rangers PLC and each of the Specified Players 2A and/or
the Specified Players 2B and/or other Players stating all of the terms between each of the
Specified Players 2A and/or the Specified Players 2B and/or other Players and Rangers
PLC recording all of the payments to be made to each of the Specified Players 2A and/or
the Specified Players 2B and/or other Players for their respective playing activities for
Rangers FC;

the period from 23 May 2005 until 3 May 2011 (inclusive) Rangers PLC, whilst a
member of the SFA and the Company and the owner and operator of Rangers FC, and
Rangers FC, whilst a member of the Scottish Premier League, breached Rule A7.1 and
SFA Procedures Rule 4 by making and/or entering into EBT Payments and Arrangements
in respect of the Specified Players 2A and/or the Specified Players 2B and/or other
Players to the effect of and, separately, with the intent that payments would be made via a
third party to each of the Specified Players 2A and/or the Specified Players 2B and/or
other Players for their respective playing activities with and for Rangers FC, such third
party being the respective trusts and/or sub-trusts relating to each of the Specified Players
2A and/or the Specified Players 2B and/or other Players which were part of the relevant
EBT Payments and Arrangements for each of the Specified Players 2A and/or the
Specified Players 2B and/or other Players;

the period from and including 15 March 2012 Rangers PLC, whilst a member of the
Company and the owner and operator of Rangers FC, and Rangers FC, whilst a member
of the Scottish Premier League, breached Rule F1 by failing to deliver to the Company or
to agents acting on behalf of Company copies of any and all items of documentation,
communications, contract documents, notes, correspondence, emails, trust deeds,
memoranda and others, including all notes of conversations and meetings in any way
concerning or relating to any and all payments made by or on behalf of Rangers PLC to
Players since 1 July 1998 which had not previously been disclosed to The Scottish
Premier League Limited, including, without prejudice to the foregoing generality, all
payments made by or on behalf of Rangers PLC to an employee benefit trust or trusts
and/or sub-trust or sub-trusts for or in respect of Players and/or any and all such
payments made by such employee benefit trust or trusts or sub-trust or sub-trusts to
Players including any and all productions of whatever nature lodged for Rangers PLC
and lodged by HMRC relating to Rangers PLC in the pending First Tier Tribunal
proceedings known as “the Big Tax Case”;
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4(b)

4(c)

(1)

the period from and including 15 March 2012 Rangers PLC, whilst a member of the
Company, and Rangers FC, whilst a member of the Scottish Premier League, breached
Rule G1.1 by failing to afford every assistance to the Company and to agents acting on
behalf of the Company as requested and required in a letter dated 5 March 2012 from
agents acting on behalf of the Company and that by failing to deliver to the Company or
to agents acting on behalf of the Company copies of any and all items of documentation,
communications, contract documents, notes, correspondence, emails, trust deeds,
memoranda and others, including all notes of conversations and meetings in any way
concerning or relating to any and all payments made by or on behalf of Rangers PLC to
Players since 1 July 1998, which had not previously been disclosed to the Company,
including, without prejudice to the foregoing generality, all payments made by or on
behalf of Rangers PLC to an employee benefit trust or trusts and/or sub-trust or sub-trusts
for or in respect of Players and/or any and all such payments made by such employee
benefit trust or trusts or sub-trust or sub-trusts to Players including any and all
productions of whatever nature lodged for Rangers PLC and lodged by HMRC relating to
Rangers PLC Rangers PLC in the pending First Tier Tribunal Proceedings known as
“The Big Case” and by failing to produce to the Company or to agents acting on behalf of
the Company, preferably in spreadsheet format, details comprising all payments made by
or and behalf of Rangers PLC to or for the benefit of any Player since 1 July 1998 to any
employee benefit trust or sub-trust, by any employee benefit trust or sub-trust and to or
by any other third party, to and for the benefit of any Player since 1 July 1998, where
such payment has not been made for or in terms of a Contract of Service notified to the
Company and to The SFA with details of (i) name of Player; (ii) date of payment(s); (iii)
amount of payment(s); (iv) method of payment(s); (v) by whom payment was made; and
(vi) reason for payment(s); and

the period from and including 15 March 2012 Rangers PLC, whilst a member of the
Company and the owner and operator of Rangers FC, and Rangers FC, whilst a member
of the Scottish Premier League, breached Rule G1.5 by failing to deliver to the Company
or to agents acting on behalf of the Company copies of any and all items of
documentation, communications, contract documents, notes, correspondence, emails,
trust deeds, memoranda and others, including all notes of conversations and meetings in
any way concerning or relating to any and all payments made by or on behalf of Rangers
PLC to Players since 1 July 1998, which had not previously been disclosed to the
Company, including, without prejudice to the foregoing generality, all payments made by
or on behalf of Rangers PLC to an employee benefit trust or trusts and/or sub-trust or
sub-trusts for or in respect of Players and/or any and all such payments made by such
employee benefit trust or trusts or sub-trust or sub-trusts to Players including any and all
productions of whatever nature lodged for Rangers PLC and lodged by HMRC relating to
Rangers PLC in the pending First Tier Tribunal Proceedings known as “the Big Tax
Case”.

Provisions of the Rules, Articles of Association of the SFA and SFA Registration
Procedures referred to in the Issues

Rule F1:

“Every Club shall keep detailed financial records and the Company shall be entitled to
inspect such records and require Clubs to provide copies of any financial or other records
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(ii)

(iii)

(iv)

(iv)

)

which the Company may reasonably require in order to enable the Company to
investigate whether the Club has complied and is complying with these Rules, the
Articles of Association, the SFA Articles, the UEFA Statutes and the FIFA Statutes and
to ensure compliance by the Club with the same.”

Rule G1.1:

“The Board and where appointed by the Board, a Commission, shall have the power of
inquiry into all financial, contractual or other arrangements with and between and/or
amongst Clubs and Players and all matters concerning compliance with Financial
Disclosure Requirements and into all matters constituting or pertaining to any suspected
or alleged breach or failure to fulfil the Rules by any Club, Club Official and/or Player
or any matter considered by the Board or, where appointed by the Board, a
Commission, to be relevant to an Adjudication or an Appeal and every Club and Club
Official and Player shall be liable to and shall afford every assistance to the Board or, as
the case may be, Commission, as may be requested or required of it, or him.”

Rule G.1.5:

“The Board, and where appointed by the Board, a Commission, may require the
attendance of any Club Official, Player and/or other person at any meeting of the Board
or a Commission and/or the production to the Board or a Commission of any books,
letters and other documents or records whatsoever and howsoever kept relating to or
concerning any matter in relation to which the Board, and where appointed by the Board,
a Commission have the power of inquiry or determination in terms of Rules G1.1 and
G1.2 respectively.”

Rule D9.3:

“No Player may receive any payment of any description from or on behalf of a Club in
respect of that Player’s participation in Association Football or any activity within
Association Football, other than in reimbursement of expenses actually incurred or to be
actually incurred in playing or training for that Club, unless such payment is made in
accordance with a Contract of Service between that Club and the Player concerned.” (In
effect from and including 23 May 2005).

Rule D1.11:
“Any Club Playing an ineligible Player in an Official Match and the Player concerned
shall be in breach of the Rules.” (This Rule and its predecessor in effect from and
including 23 May 2005).

Rule D1.13:
“A Club must as a condition of Registration and for a Player to be eligible to Play in
Official Matches, deliver the executed originals of all Contracts of Service and

Amendments and/or extensions to Contracts of Service and all other agreements
providing for payment, other than for reimbursement of expenses actually incurred,
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(vi)

(vii)

(ix)

(x)

(xi)

(xi)

between that Club and Player, to the Secretary, within fourteen days of such Contract of
Service or other agreement being entered into, amended and/or, as the case may be,
extended.” (In effect from and including 23 May 2005).”

Rule D10.2.3:

“The Contract of Service between the Player and the Club shall state the Player’s full
financial entitlement from the Club, including signing on fees, additional lump sum
payments, remuneration, bonus payments, removal assistance and benefits in kind. In
any dispute between the Player and the Club, the remuneration contained in the Contract
of Service shall be deemed to be the Player’s complete entitlement. Any Club failing to
detail a Player’s full financial entitlement in the Contract of Service shall be dealt with as
the Board may decide.” (In effect prior to 23 May 2005).

Rule A7.1:

“A.7.1. Membership of the Scottish Premier League shall constitute an agreement
between the Company and each Club, and between each of the Clubs, to be bound by and
to comply with:- (a) these Rules and the Articles of Association; (b) the SFA Articles .....
;” (This Rule and its predecessor A7.1.1(b) in effect from 1998).”

SFA Article 5.1(b):

“All members shall: ... (b) be subject to and shall comply with these Articles and any
... regulations ... promulgated by the Board ... ;”

SFA Article 12.3:

“Furthermore, all payments whether made by the club or otherwise which are to be made
to a Player solely relating to his playing activities must be fully recorded within the
relevant written agreement with the Player prior to submission to the Association and/or
the recognised football body of which his Club is in membership.” (In effect from and
including 22 May 2002).

SFA Registration Procedures Paragraph 2.2.1:

“Unless lodged in accordance with Procedures Rule 2.13 a Non-Recreational Contract
Player Registration Form will not be valid unless it is accompanied by the contract
entered into between the club concerned and the player stating all the Terms and
Conditions in conformity with the Procedures Rule 4.” (In effect from and including
Season 2002/03).

SFA Procedures Rule 4:
“All payments to be made to a player relating to his playing activities must be clearly
recorded upon the relevant contract and/or agreement. No payments for his playing

activities may be made to a Player via a third party.” (In effect from and including Season
2002/03).
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Private Client

AIB Jersey

S AlBJerseytrust Limited
. AlB House .

25 Esplanade
5t Helier

Jersey
JE1 2AB

Tel: +44 (0) 1534 883000

Our ref: 155/1854760_1.DOC Fax: +44 (0) 1534 883112
Website: wwav aib_je

8" September 2011

STRICTLY PRIVATE & CONFIDENTIAL Tetephone. 0153 833000

The Board of Directors

Rangers Football Club plc

Ibrox Stadium By recorded delivery
150 Edmiston Drive '

Glasgow

51 2XD

'Dear Sirs

Rangers Foothall Club plc
Montreal Limited
AlBJerseytrust Limited

In September 1999, Mr Ogilvie acting on behalf of Rangers Football Club plc ("Rangers”) subscribed
for the entire issued share capital of a Manx company, Montreal Limited ("Montreal”), to provide
remuneration to one of its players, Mr Moore. We enclose a copy of this letter together with a copy of
the minutes of a meeting of Rangers dated 16™ September 1999 in which the board resolved to offer
the beneficial ownership of Montreal to Mr Moore.

Since its incorporation, Montreal has been administered by AlBJerseytrust Limited ("AIBJ") which is
ultimately a wholly owned subsidiary of Allied Irish Banks, p.l.c. The professional fees charged by
AIBJ for the provision of directors, secretary and registered office for Montreal together with
administration fees for work undertaken have always been settled by Rangers.

On 27" July 2004, my colleague Mr Matthews accompanied by a former director of AIBJ, Mrs Luxo,
met with Messrs Olverman and MacMillan in Glasgow, both employees of Rangers or its holding
company, Murray Interpational Holdings Limited, to discuss Montreal and other entities under our
trusteeship / management including the Rangers Football Club plc EBT (“the EBT"). The minutes of
‘the meeting explain that EBT funds should be used to settle fees relating to Montreal.

A further meeting took place at our offices in Jersey on 16" February 2006 between Mr Matthews, Dr
Boon, Mr Carney and Miss Warner, all employees of AIBJ, together with Mr MacMillan. The meeting
had been called by Mr MacMillan to discuss the termination of the EBT and in relation to this, the
fourth paragraph of the minutes state “IM [Mr MacMillan] confirmed that Rangers would continue to
pay these fees [Montreal].”

Since 2009, the fees for Montreal have remained unpaid pending agreement by all parties to the
termination of Montreal. On 23" April 2010, Mr Matthews spcke with Mr MacMillan who confirmed
that once the dissolution of Montreal had been agreed with Mr Moore and his advisors, Rangers would
release the payment for fees owed to AIBJ in relation to Montreal. This conversatien was recorded
and a transcript will be prepared if necessary.

18547801

AlB Jersey is the registered bustness name of AIB Bank {CI) Limited and AlBJerseytrust Limited which are regulated by the Jersey Finandial Services Commission.  AlBJerseytrust
Limited is a wholly owned subsldiary of AIR Bank (Cl} Limited, which is 2 wholly owned subsidiary of Allied Irish Banks, p.l.c. The registered office of the ahove Jersay companies
is AlB House, 25 Esplanade, St Helier, Jersey JE1 2AB.




Despite telephone conversations and exchange of emails with Mr MacMillan and more recently with
Mt Dixon, this debt has never been seftled and the sum of £25,000 is owed to AIBJ. For
completeness, we enclose a copy of Mr Matthews’ letter dated 22™ July 2011 to Mr Dixon.

As a final point, Mr Moore’s agent, Mr Viola, has been made aware of this matter and has confirmed
that he was present with Mr Moore when this remuneration planning structure was first discussed with
Rangers and that it had been agreed that Mr Moore would have no liability for ongoing management
fees of Montreal by the offshore fiduciary services provider [AIBJ].

To this end, we now kindly request that the sum of £25,000 in full and final settlement of fees owed to
AIBJ in relation to the services provided to Montreal is effected within the next fourteen (14) days. _

We hape that this matter may be resolved amicably without the need to engage with solicitors.

Yours faithfully

James K Baudains
Managing Director
AlBJerseytrust Limited

1834 760-1
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RANGERS

FOOTBALL CLUB plc

mtasrenadeisn Eonnded 1 873 mmoessiswsa

DIO/sh

3 September 1999

The Secretary
Montreal Limited
PO Box 264
Union House
Union Strest

St. Helier

Jersey JE4 8TQ

Dear Sir,

On behalf of Rangers Football Club ple I hersby subscribe for two £1 shares in Monireal Lid
at a subscription price of £2 and o shave premium of £14% Y98,

The purpose of this subscription is to provide remuneration to a valued employee of Rangers
Football Club ple,

Yours faithlully,

STy

o~ DN

R. C. OGILVIE
SECRETARY/DIRECTOR

TELEPHONE- 0141 880 6500 FACSIMILE. 0141 580 8380 WRBSITE: wwexangars.co nk S
REGISTERED OFFICE: I[EROR STADIUM 150 EDMISTON DRIVE GLASGOW CB ) 2XD
' Registered i Scolland No. 4276
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g MINUTES OF MEETING OF THE BOARD OF DIRECTORS
OF THE RANGERS FOOTBALL CLUB PLC
HELD AT JEROX STADIUM, GLASGOW
ON I, SEPYEMBER 1999 AT 10.30 AM.

PRESENT: D.E. Murray Chairman
R. C. Ogilvie Secretary
J. MacDonald
APOLOGIES: H. Adan
D. Levy
I. Skelty
N ATTENDANCE: D. Odam Financial Centroller
) dBusiness

The meeting was arranged to consider rem uneration planning for the company’s employees.
The meeting noted that the company had subscribed for two £1 shares in Montreal Linmted.

It was reported that HLB Kidsons had provided advice on remuneration strategy and arrangements
designed to incentivise and motivate ley employees.

[t was tesolved to offer the beneficial awnership of the company's shareholding in Montreal Limited as a
constituent part of the remuneration package for Craig Moore.

It was the Boards view that the stratsgy would motivate and incentivise Craig Moore in recognition of
his services to Rangers Football Club ple. T

There being no further business the Chainnan closed the meeting.
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c) The name of the football club that formerly held the registration;

d) Transfer (or loan) fee paid and/or payable (including training compensation
and solidarity contribution);

e) Other direct costs of acquiring the registration paid and/or payable;

f) Amount settled and payment date;

g) The balance payable at 31 December in respect of each player transfer
including the due date for each unpaid element;

h) Any payable as at 31 March (rolled forward from 31 December) including the
due date for each unpaid element, together with explanatory comment; and

i) Conditional amounts (contingent liabilities) not yet recognised in the balance
sheet as of 31 December.

6 The licence applicant must reconcile the total liability as per the transfer
payables table to the figure in the financial statements balance sheet for
‘Accounts payable relating to player transfers’ (if applicable) or to the underlying
accounting records. The licence applicant is required to report in this table all
payables even if payment has not been requested by the creditor.

7

The transfer payables table must be approved by management and this must be
evidenced by way of a brief statement and signature on behalf of the executive
body of the licence applicant.

Article 50 — No overdue payables towards employees and social/tax
authorities

The licence applicant must prove that as at 31 March preceding the licence
season it has no overdue payables (as defined in Annex VIII) towards its
employees or social and tax authorities as a result of contractual and legal
obligations towards its employees that arose prior to the previous 31 December.

Payables are those amounts due to employees or social and tax authorities as a
result of contractual or legal obligations towards employees. Amounts payable to
people who, for various reasons, are no longer employed by the applicant fall
within the scope of this criterion and must be settled within the period stipulated
in the contract and/or defined by law, regardless of how such payables are
accounted for in the financial statements.

The term “employees” includes the following persons:

a) All professional players according to the applicable FIFA Regulations on the
Status and Transfer of Players; and

b) The administrative, technical, medical and security staff specified in Articles
28 to 33 and 35 to 39.

The licence applicant must prepare a schedule showing all employees who were
employed at any time during the year up to the 31 December preceding the
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licence season; i.e. not just those who remain at year end. This schedule must
be submitted to the licensor.

The following information must be given, as a minimum, in respect of each
employee:

a) Name of the employee;

b) Position/function of the employee;

c) Start date;

d) End date (if applicable);

e) The balance payable as at 31 December, including the due date for each
unpaid element; and

f) Any payable as at 31 March (rolled forward from 31 December), including the
due date for each unpaid element, together with explanatory comment.

The employees schedule must be approved by management and this must be
evidenced by way of a brief statement and signature on behalf of the executive
body of the licence applicant.

The licence applicant must reconcile the total liability as per the employee
schedule to the figure in the financial statements balance sheet for ‘Accounts
payable towards employees’ (if applicable) or to the underlying accounting
records.

The licence applicant must submit to the auditor and/or the licensor the
necessary documentary evidence showing the amount payable (if any), as at 31
December of the year preceding the licence season as well as any payable as at
31 March (rolled forward from 31 December), to the competent social/tax
authorities as a result of contractual and legal obligations towards its employees.

Article 51 — Written representations prior to the licensing decision

1

28

Within the seven days prior to the start of the period in which the licensing
decision is to be made by the First Instance Body, the licence applicant must
make written representations to the licensor.

The written representations must state whether or not any events or conditions
of major economic importance have occurred that may have an adverse impact
on the licence applicant’s financial position since the balance sheet date of the
preceding audited annual financial statements or reviewed interim financial
statements (if applicable).

If any events or conditions of major economic importance have occurred, the
management representations letter must include a description of the nature of
the event or condition and an estimate of its financial effect, or a statement that
such an estimate cannot be made.



By the deadline and in the form communicated by the UEFA administration, the
licensee must prepare and submit a transfer payables table, even if there have
been no transfers/loans during the relevant period.

The licensee must disclose all transfer activities (including loans) undertaken up
to 30 June, irrespective of whether there is an amount outstanding at 30 June. In
addition, the licensee must disclose all transfers subject to legal proceedings
before a national or international sporting body, arbitration tribunal or state court.

The transfer payables table must contain the following information as a minimum

(in respect of each player transfer, including loans):

a) Player (identification by name or number);

b) Date of the transfer/loan agreement;

c) The name of the football club that formerly held the registration;

d) Transfer (or loan) fee paid and/or payable (including training compensation
and solidarity contributions);

e) Other direct costs of acquiring the registration paid and/or payable;

f) Amount settled and payment date;

g) Balance payable at 30 June in respect of each player transfer;

h) Due date(s) for each unpaid element of the transfer payables; and

i) Conditional amounts (contingent liabilities) not yet recognised in the balance
sheet as of 30 June.

The licensee must reconcile the total liability as per the transfer payables table to
the figure in the financial statements balance sheet for ‘Accounts payable
relating to player transfers’ (if applicable) or to underlying accounting records.
The licensee is required to report in this table all payables even if payment has
not been requested by the creditor.

The transfer payables table must be approved by management and this must be
evidenced by way of a brief statement and signature on behalf of the executive
body of the licensee.

If the licensee is in breach of indicator 4 as defined in Article 62(3), then it must
also prove that, as at the following 30 September, it has no overdue payables
towards other football clubs as a result of transfer activities undertaken up to 30
September. Paragraphs 2 to 7 above apply accordingly.

Article 66 — No overdue payables towards employees and/or social/tax
authorities — Enhanced

The licensee must prove that as at 30 June of the year in which the UEFA club
competitions commence it has no overdue payables (as specified in Annex VIII)
towards its employees and/or social/tax authorities (as defined in paragraphs 2
and 3 of Article 50) that arose prior to 30 June.
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By the deadline and in the form communicated by the UEFA administration, the
licensee must prepare and submit a declaration confirming the absence or
existence of overdue payables towards employees and social/tax authorities.

3 The following information must be given, as a minimum, in respect of each

overdue payable towards employees, together with explanatory comment:

a) Name of the employee;

b) Position/function of the employee;

c) Start date;

d) Termination date (if applicable); and

e) Balance overdue as at 30 June, including the due date for each overdue
element.

4 The following information must be given, as a minimum, in respect of each
overdue payable towards social/tax authorities, together with explanatory
comment:

a) Name of the creditor;
b) Balance overdue as at 30 June, including the due date for each overdue
element.

° The declaration must be approved by management and this must be evidenced
by way of a brief statement and signature on behalf of the executive body of the
licensee.

6

If the licensee is in breach of indicator 4 as defined in Article 62(3), then it must
also prove that, as at the following 30 September, it has no overdue payables
(as specified in Annex VIII) towards employees and/or social/tax authorities that
arose prior to 30 September. Paragraphs 2 to 5 above apply accordingly.

Article 67 — Duty to report subsequent events

! The licensee must promptly notify the licensor in writing about any significant

changes including, but not limited to, subsequent events of major economic
importance until at least the end of the licence season.

The information prepared by management must include a description of the
nature of the event or condition and an estimate of its financial effect, or a
statement (with supporting reasons) that such an estimate cannot be made.

Article 68 — Common provision

If one of the other monitoring requirements as defined in Articles 64 to 67 is not
fulfilled, then the Club Financial Control Panel may refer the case to the Organs for
Administration of Justice, which will take the appropriate measure(s) without delay in
accordance with the procedure defined in the UEFA Disciplinary Regulations for
urgent cases.
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CAS 2013/A/3067 Malaga CF SAD v. UEFA

ARBITRAL AWARD
rendered by the
COURT OF ARBITRATION FOR SPORT

sitting in the following composition:

President: Mr Ulrich Haas, Professor, Zurich, Switzerland
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The Parties

Milaga Club de Futbol SAD (hereinafter also "Mdlaga”, the "Club” or the “Appellant”) is a
Spanish football club affiliated with the Real Federaciéon Espafiola de Fitbol (hereinafter the
“RFEF”), currently playing in the Spanish 1* division (“Liga”) and, at the time of the filing of
the appeal discussed in the present proceedings, in the “UEFA Champions’ League”. The RFEF
is a member of the Union des Associations Européennes de Football.

The Union des Associations Européennes de Football (hereinafter also the “UEFA” or the
”Respondent”) is an international association of European football federations, and is the
governing body of European football, dealing with all matters relating thereto and exercising
regulatory, supervisory and disciplinary functions over national federations, clubs, officials and
players affiliated to the UEFA or participating in its competitions. The UEFA is the organizing
authority of all football competition for clubs at European level, among which the UEFA
Champions’ League and the Europa League. The UEFA has its seat in Nyon (Switzerland) and
enjoys legal personality under Swiss law.

Background Facts

The background facts stated herein are a summary of the main relevant facts, as established on
the basis of the Parties’ written and oral submissions and of the evidence examined in the course
of the proceedings. Additional facts will be set out, where material, in connection with the
discussion of the Parties’ factual and legal submissions.

In accordance with the provisions in Articles 65 and 66 of the UEFA Club Licensing and
Financial Fair Play Regulations, edition 2012, in force at the time of the facts discussed in these
proceedings (hereinafter the “CL&FFPR” or the “Regulations”), Mdlaga submitted to the RFEF
its financial declaration stating that as of 30 June 2012 it had overdue payables of EUR
3,845,000 towards other football clubs and of EUR 5,575,000 towards social and/or tax
authorities. Thus, the overall amount of overdue payables declared by Madlaga in its financial
statement was EUR 9,420,000. Accordingly, this financial statement by Malaga was forwarded
by the RFEF to the UEFA on 16 July 2012.

On 3 August 2012, upon examination of the documentation submitted to it, the Investigatory
Chamber of the UEFA Club Financial Control Body (hereinafter the “Investigatory Chamber”)
found that Mdlaga was in breach of the indicator 4 as defined in Article 62, par. 3, of the
CL&FFPR and decided to request an independent auditing firm (the “AF”) to carry out a
compliance audit” for the verification of the accuracy of the declarations submitted by Mélaga.

On 27 August 2012, the AF issued its report (the “First Report”), confirming the existence of
overdue payables on 30 June 2012 as communicated by Mdlaga and indicating that an additional
amount of EUR 4,599,000, which had been considered by Madlaga as deferred by the tax
authorities, had actually to be considered as an overdue payable due to the lack of a written
agreement signed by the tax authorities to extend the deadline for payment.

Following the outcome of the compliance report, on 25 September 2012, the Investigatory
Chamber informed Maélaga that the financial situation of the Club, with particular reference to
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the existence of overdue payables, had to be reviewed and that Mdlaga was invited to submit a
declaration evidencing its financial situation as of 30 September 2012.

On 15 October 2012, the UEFA received from the RFEF the statement submitted by Mélaga on
the financial situation of the latter. In this statement, Mélaga maintained that there were no
overdue payables towards other clubs, employees and/or social/tax authorities, and further
disclosed the existence of debts towards tax authorities for an overall amount of EUR
15,476,000, which, however, according to Mdlaga, had to be considered as deferred.

On the same date, the UEFA received a communication, dated 2 October 2012, by the Spanish
tax authorities in which the latter informed the UEFA of the issuance of a seizure order for EUR
23,332,000 on any credits of the Club held by the UEFA. The tax authorities further informed
the UEFA that no “installment agreements” had been approved and that, up to this date,
“revenues made were exclusively a result of enforcement actions by the Spanish Tax Agency”. A
seizure order had also been previously issued by the tax authorities on 15 June 2012 and
reiterated on 2 July 2012.

On 29 October 2012, the Investigatory Chamber decided to request a further compliance audit in
relation to the financial situation of the Club, in order to verify the accuracy of the declaration
submitted by Mdlaga as on 30 September 2012.

On 5 November 2012, the AF issued its report (the “Second Report”). The findings of the
Second Report were essentially that: (i) an amount of EUR 8,450,000, treated by Mélaga as
“deferred”, had to be considered as “overdue”, because of lack of written agreement between
Milaga and the tax authorities; (ii) an amount of EUR 4,668,000 had to be considered as
deferred, because the tax authorities had required the payment of that amount by 20 November
2012, i.e. after the reporting date of 30 September 2012.

On 8 November 2012, the Investigatory Chamber, finding that Mdlaga had overdue payables of
EUR 14,019,000 as of 30 June 2012 and EUR 8,450,000 as of 30 September 2012, decided to
refer the Club to the Adjudicatory Chamber of the UEFA Club Financial Control Body
(hereinafter the ”Adjudicatory Chamber”) in accordance with Article 12, par. 1, lit. b) of the
Procedural Rules governing the UEFA Club Financial Control Body.

On 9 November 2012, the Spanish tax authorities sent a letter to the UEFA, communicating, inter
alia, what follows: “’PRE-AGREEMENT OF PAYMENT RESCHEDULING OF MALAGA
CLUB DE FUTBOL SAD DEBTS.— In relation to the enforced collection administrative
procedure of payment against MALAGA CLUB DE FUTBOL SAD (...), we inform you that, once
MALAGA CLUB DE FUTBOL has made the payment of 9.000.000 € that this entity has to make
to the Spanish Tax Agency (...), we will proceed to sign an agreement in order to split/postpone
the outstanding payment in the next days. The date of payment for the outstanding amount will be
within January of 2013 (also for new amounts accrued from today’s date)”.

On 26 November 2012, the Spanish tax authorities sent to the UEFA a further letter which stated
that: (i) on 30 June 2012, the decision on the application for postponement of payment submitted
by Madlaga for the amount of EUR 4,599,712.71 was pending and that, accordingly, the
enforcement of corresponding tax debt was deferred until 12 July 2012; (ii) on 30 September
2012, the decision on the application for postponement of payment submitted by Mélaga for the
amount of EUR 8,450,406.16 was pending and that, accordingly, the enforcement of the
corresponding tax debt was deferred until 2 October 2012; (iii) the “conditional agreement” for
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the postponement of the payment of which the UEFA had been informed on 9 November 2012
(see supra par. 2.11) remained in force. However, the condition to be fulfilled by Mélaga in
order to obtain deferral was the payment of the amount of EUR 10,100,000, which the Club was
expected to collect from its participation in the playoffs of the UEFA Champions’ League; (iv)
the measures adopted by the tax authorities on 15 October 2012 (i.e. the seizure order) with
regard to the amounts which UEFA owed to the Club were ‘“”ordinary measures”, “”’in the sense
that they [weren’t] different than those adopted against other parties that may still owe amounts
to Malaga™.

On 29 November 2012, the Spanish tax authorities lifted the seizure order issued against Mélaga
on 15 October 2012.

On 12 December 2012, a hearing was held before the Adjudicatory Chamber at the headquarters
of the UEFA in Nyon. At the hearing, Malaga filed a letter of the Spanish tax authorities, dated
11 December 2012, stating that under the condition of the payment of the amount of EUR
10,100,000 by 20 December 2012, “and following an analysis of the other circumstances of the
proceedings to recover payment”, the Club would have complied with the conditions required by
Spanish tax law in order to obtain from the tax authorities a ruling providing for a deferral of the
remaining amounts due. The latter must be paid in two installments, i.e. EUR 1,142,618 on 20
January 2013 and EUR 3,427,853 on 5 February 2013.

On 21 December 2012, the Adjudicatory Chamber rendered its decision on the case (the
“Appealed Decision”). The operative part of the Appealed Decision, communicated to Malaga

on the same date, reads as follows:

“The Adjudicatory Chamber of the UEFA Club Financial Control Body decides:

~

To impose a fine of € 300,000 on Malaga CF.

2. To exclude Malaga CF from participating in the next UEFA club competition for
which it would otherwise qualify on its results or standing in the next four seasons
(i.e. 2013/2014, 2014/2015, 2015/2016, 2016/2017 seasons).

3. Subject to the condition set out at paragraph 4, to impose on Malaga CF a further
exclusion from the next UEFA club competition for which it would otherwise
qualify on its results or standing in the next four seasons (i.e. 2013/2014,
2014/2015, 2015/2016, 2016/2017 seasons).

4. If Malaga is able to prove by 31 March 2013 that it is in compliance with Articles
65 and 66 of the CL&FFP Regulations so that as at that date it has no overdue
payables towards football clubs as a result of transfer activities or towards
employees and/or social/tax authorities, then the exclusion referred to at
paragraph 3 shall not take effect.

5.(...).

6. The prize-money withheld on 11 September 2012 by the CFCB Chief Investigator
is to be released. (...)".



2.16

2.17

2.18

3.1

3.2

3.3

34

3.5

3.6

3.7

CAS 2013/A/3067 Mélaga CF SAD v. UEFA — Page 5

On 4 January 2013, Madlaga received from the Spanish tax authorities a document, dated 3
January 2013, which stated that —in view of the payments effectuated by Malaga —the request for
deferral of outstanding amounts had been granted. Consequently, the Club had to pay the
remaining amounts in two installments, i.e. EUR 1,362,568.52 by 20 January 2013, and EUR
3,869,185.06 by 5 February 2013.

On 14 January 2013, the grounds of the Appealed Decision were communicated to Mélaga.

By 5 February 2013, Malaga had paid the outstanding amounts provided for in the deferral plan
agreed with Spanish tax authorities (see supra paras. 2.14, 2.16).

The proceedings before the Court of Arbitration for Sport (“CAS”)

On 24 January 2013, Madlaga filed a Statement of Appeal against the Appealed Decision with the
CAS Court Office.

On 14 February 2013, following its request for an extension granted by the President of the CAS
Appeals Arbitration Division, Mdlaga filed its Appeal Brief with the CAS Court Office.

On 11 March 2013, the Respondent filed its Answer.

On 28 March 2013, the CAS Court Office informed the Parties on the formation of the Panel in
charge of the resolution of the dispute. The Panel was constituted as follows: Mr Ulrich Haas as
President, Mr José Juan Pint6 Sala as arbitrator appointed by the Appellant and Mr Massimo
Coccia as arbitrator appointed by the Respondent. No party, either at this or at any later stage,
objected to the constitution and composition of the Panel.

On 3 May 2013, the CAS issued an Order of procedure which was duly signed by both Parties,
respectively on 3 May 2013 (Mélaga) and on 6 May 2013 (the UEFA).

On 23 May 2013, the Appellant filed with the CAS Court Office a document issued by the
Spanish tax authorities on 20 May 2013. The aforementioned document stated — inter alia —
that at the date of its issuance Mdlaga was in compliance with its financial obligations towards
the Spanish tax authorities. In the cover letter to this document, the Appellant indicated that
“[t]he importance of such documents resides basically in the following points: the application to
postpone debts made by Mdlaga CF were duly processed by the Spanish Tax Agency without
finding any cause for their inadmissibility; the payment schedule set out in the postponement
agreement has been fulfilled by Mdlaga CF within the voluntary terms provided; at the moment
of the report Mdlaga CF is up-to-date with its tax obligations to the Spanish Tax Agency”.

On 24 May 2013, the Appellant filed with the CAS Court Office a further document (dated 23
May 2013) issued by the Head of the Regional Department of the Spanish Tax Authority. The
document referred to certain amounts that were due by Madlaga to the tax authorities (for an
overall amount of EUR 8.450.405,16) and stated, inter alia, that: “[tlhe application for
postponement corresponding to such debts were processed by the Spanish Tax Agency without
finding any cause for their inadmissibility according to the Spanish Tax Law (...). As recorded,
the applications for postponement concerning the mentioned debts were filed within the
voluntary term for payment (...). The said debts were not in enforcement period for payment on
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30 September 2012, as a consequence of the processing status of the applications for
postponement concerned, according to the Spanish Tax Law”.

On 29 May 2013, the UEFA filed with the CAS Court Office its comments regarding the letters
and documents filed by Malaga on 23 and 24 May 2013. In essence, the UEFA submitted that
they were inadmissible pursuant to Article R56 of the Code of Sports-related Arbitration
(hereinafter referred to as the “”’CAS Code”).

On 30 May 2013, the CAS Court Office informed the Parties on behalf of the Panel that the latter
will decide on the admissibility of the (new) documents filed by Mélaga at the outset of the
hearing on 4 June 2013.

A hearing took place in Lausanne on 4 June 2013. The Appellant was represented by its Vice-
President and President of the Board Mr Moayad Shatat, its Deputy Managing Director Mr
Manuel Novo Gerasa, its General Director Mr Vicente Salgado Casado and by its Legal Manager
Mr Joaquin Jofre Fernandez-Abascal. Furthermore, the Appellant was represented and assisted
by its attorneys-at-law Mr Juan de Dios Crespo Pérez and Mr Augustin Amords Martinez. The
UEFA was represented by its General Counsel Mr Alasdair Bell, its Legal Counsel Mr Julien
Silberstein, its Senior Compliance Manager Mr Pablo Rodriguez, its Head of Disciplinary and
Integrity Mr Emilio Garcia Silvero and by its attorney-at-law Mr Ivan Cherpillod. The hearing
was attended also by Mr Victor Gémez de la Cruz and Mr Raiil de Francisco, who were heard as
experts for the Appellant, and by Ms Clara Jimenez Jimenez and Ms Ana Mata Zapico, who
were heard as experts for the UEFA. At the outset of the hearing, the Panel informed the Parties
of its decision to admit the production of the new documents filed by Malaga on 23 and 24 May
2013. According to the Panel, the prerequisites of Article R56 of the CAS Code were fulfilled,
since the Appellant could not have filed the documents in its Appeal Brief and filed them in a
timely manner after having received them itself.

The Parties throughout the hearing did not raise any procedural objection and expressly
confirmed at the end of the hearing that their right to be heard and to be treated equally had been
respected, as they had been given ample opportunity to present their cases, submit their
arguments and answer to the questions posed by the Panel.

Outline of the Parties,’ requests for relief and submissions

The following summaries of the Parties’ positions are only roughly illustrative and do not
purport to include every contention put forward by the Parties. However, the Panel has carefully
considered and taken into account in its discussions and subsequent deliberations all of the
evidence and arguments submitted by the Parties, even if there is no specific reference to those
arguments in the following outline of their positions or in the ensuing analysis.

Malaga

4.1.1 In its Appeal Brief, Mdlaga requested the Panel:

“l. To accept [the] Appeal against the decision of the Adjudicatory Chamber of the UEFA
Club Financial Control Body dated 21 December 2012 and notified with its grounds on
the 14" of January 2013.
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To adopt an award annulling the said decision and adopt a new one declaring that the
Appellant should not be sanctioned.

Subsidiarily to 2, to adopt an award annulling the said decision and adopt a new one in
which a mere reprimand is given to the Appellant.

Subsidiarily to 2 and 3, to adopt an award annulling the said decision and adopt a new
one in which a fine is given to the Appellant.

Subsidiarily to 2, 3 and 4, to adopt an award annulling the said decision and take a new
one excluding Mdlaga CF from participating in the next UEFA club competition for
which it will qualify for the next three seasons but with a suspended sanction for a
probationary period during those next three seasons.

To fix a sum of 40.000 CHF to be paid by the Respondent to the Appellant to aid the
Appellant in the payment of its defence fees and costs.

To condemn the Respondent to the payment of the whole CAS administration costs and
the Arbitrators fees”.

4.1.2 The submissions of Mdlaga may be summarized as follows:

(a)

(b)

(©

Even if the CL&FFPR constitute the applicable (rules of) law on the merits, it is not
possible to decide the issue whether or not certain debts are to be considered
overdue without taking into due consideration the Spanish tax law. The latter is not
only pertinent in relation to the question whether or not there are debts at all, but
also whether or not these debts by Mélaga towards the Spanish tax authorities were
overdue on the two reporting dates, i.e. on 30 June and on 30 September 2012. This
is all the more true, considering the character of the “income tax. These debts do not
follow from a contract willfully entered into by a party, but from statutory
provisions (i.e. Spanish tax law). According to the Appellant, it follows from a
reading of Article 52.2 of the CL&FFPR that this rule can only be correctly
interpreted and applied by making reference to the national law at the seat of the
club.

The scope of the monitoring procedure in Article 88.6 of the Regulations that is
triggered in case a club is in breach of the CL&FFPR on the first deadline (30 June
of the year in which the UEFA club competitions commence) is restrained to the
analysis whether or not this violation still persist on the second reporting date (the
following 30 September). Thus, the Appellant submits that the only issue to be
decided is whether or not the Appellant on 30 September 2012 had overdue debts
towards the Spanish tax authorities.

According to the Spanish tax law, the amounts resulting from a self-assessment by
the debtor and to be submitted the tax authorities on certain reporting dates must be
paid within a specific time-limit called “voluntary term of payment”. However,
under Spanish law if the debtor submits a request for deferral of payment within the
voluntary term of payment” the tax authorities, in principle, are prevented from
adopting any enforcement measures for the collection of the outstanding amounts
until the tax authorities have decided on the request for deferral. As a consequence,



(d)

(e

®

€]

CAS 2013/A/3067 Mélaga CF SAD v. UEFA — Page 8

the time-limit for the payment of taxes is automatically extended and, thus,
considered deferred, if the taxpayer requests for a deferral of the payment within the
voluntary term of payment”. This analysis is not contradicted by the fact that
interests must be paid by the debtor on the amounts due after the expiring of the
voluntary term of payment”. The facts and circumstances in this respect are
analogous to the situation in which the parties agree on a loan. Here too, interest
will have to be paid even though it is beyond doubt that the repayment of the loan is
not to “overdue”.

The request for deferral submitted within “voluntary term of payment” can,
obviously, be granted or denied by the tax authorities. In the first case (i.e. if
granting the request), the tax authorities will issue a schedule for the payments
(installments to be made at certain dates) of the outstanding amounts. The payments
made in compliance with such calendar are then considered to be made within the
voluntary term of payment”, with the consequence that the payments cannot be
qualified as overdue. In the second case (i.e. in case the request is rejected), the tax
authorities will set a (final) deadline for the payment, which is to be considered the
final date of the voluntary term for payment. Consequently, as long as the final
deadline set by the tax authorities has not elapsed, the debt cannot be considered
overdue. It follows, therefore, that, irrespective of the decision of the tax authorities
in relation to the request for deferral, the “voluntary term of payment” is extended
by such request and that as long as the tax payer complies with the directions given
by the tax authorities, the debts cannot be considered to be overdue.

The legal framework described above under (b) and (c¢) must be applied to the case
at hand. Mdlaga submitted its request for deferral of payment before the expiration
of the voluntary term of payment. The latter is confirmed by the letter of the
Spanish tax authorities sent to the UEFA on 26 November 2012. Mélaga cannot be
blamed for the delay caused by the tax authorities for deciding on its request for
deferral. Generally speaking, the timeframe in which Spanish tax authorities decide
on requests for deferral depends on their workload and the complexity of the
request submitted. However, the fact that the request was accepted for examination
by the tax authorities and, eventually, granted, is clear evidence that all the
prerequisites for a deferral of payment were satisfied at the time when Mdlaga
submitted its request.

The recourse to measures such as the issuance of a seizure order is quite common in
the practice of the Spanish tax authorities, when dealing with a request for deferral
of payment. This, however, does not have any influence on the proper qualification
of the payment (as due or overdue), for which the deferral is requested. The above
measures are only of a precautionary nature, as is confirmed by the reading of the
letter sent by the Spanish tax authorities to the UEFA on 26 November 2012 and
have no influence on the legal qualification of the debt at issue.

Furthermore, the Appellant submits that it would be illogical to base a breach of the
CL&FFPR and consequently a sanction based on the latter on the fact that the
Spanish tax authorities took so much time to decide upon Madlaga’s request for
deferral of payment. If the tax authorities would have supplied Mdalaga with a
decision in relation to its request within shorter term (i.e. before 30 September
2012) the debt would have been considered as not overdue. Since Mélaga had no
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possibilities to compel the Spanish tax authorities to act swiftly and promptly upon
its request, no violation of the CL&FFPR can be asserted. The Adjudicatory
Commission failed to apply the principle of “’force majeure”” provided for in
Annex XI of the CL&FFPR to the facts and circumstances of the case.

Malaga has fully complied with the terms of payment indicated in the document
issued on 4 January 2013 by the tax authorities subsequent to the granting of the
request. Moreover, by 5 February 2013, the Club had paid all of the outstanding
debts towards the tax authorities (that were outstanding as of 30 September 2012).

4.2.1 In its Answer, the UEFA requested the Panel:

“to dismiss the appeal and to order payment by the Appellant of all costs of the arbitration as
well as legal costs suffered by UEFA”.

4.2.2 The submissions of the UEFA may be summarized as follows:

(a)

(b)

Article 63.3 of the UEFA Statutes sets out that the proceedings before the CAS
shall be regulated by the CAS Code. In accordance with the provision of Article
R58 of the CAS Code, the law applicable to the present dispute are the regulations
of the sports organisation that has issued the (appealed) decision. Consequently, the
provisions applicable to the case at hand are the UEFA Statutes and the UEFA rules
and regulations. By participating in the UEFA competitions (in particular in the
UEFA Champions’ League”), Malaga accepted to be subjected to the above-
mentioned statutes, rules and regulations. Since the UEFA has its seat in
Switzerland, it follows from Article R58 of the CAS Code that Swiss law applies to
the dispute subsidiarily. However, no recourse may be made to Spanish law, which
is irrelevant to the resolution of this dispute. If one were to follow a different view
according to which the application/interpretation of the CL&FFPR would depend
on the respective national laws of each club participating in the UEFA
competitions, the scope of the CL&FFPR would by seriously jeopardized. The
purpose of the CL&FFPR consists in establishing a level-playing field between the
clubs and ensuring equal treatment among all participants in the UEFA
competitions. This reasoning is also consistent with the case-law of the CAS. In
order to ascertain whether the debts of Mdlaga towards the Spanish tax authorities
were to be considered as overdue or not, therefore, the Panel must rely solely on the
CL&FFPR and, as the case may be, subsidiarily on Swiss law. Instead, Spanish law
is not to be taken into consideration.

The promotion of football and of financial fair-play by the UEFA represents a
legitimate goal which must be taken into account when interpreting the provisions
contained in the UEFA Statutes and by-laws. The club licensing system, which is
based on the monitoring of the financial situation of the clubs, demands that (all of)
the clubs must be treated equally. A club, therefore, should not be allowed to take
(unfair) advantage, — i.e. to dodge its responsibilities/obligations deriving from the
CL&FFPR —from the peculiarities of its national law or from the support of State
authorities that wish to “protect” their clubs.
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The term ‘“”’overdue payables™ is clearly defined in the CL&FFPR. Any reference
to the national law is, therefore, not possible and would contradict the definition. In
accordance with the CL&FFPR a payment must be deemed to be overdue when not
made on the established deadline (i.e. the time-limit on which the payment must be
made). With specific reference to the case at issue, the tax debt was overdue at both
reporting dates, since the debt was not paid on the due date. It must also be pointed
out that the possibility to start enforcement actions designed to collect the amounts
due by the debtor is irrelevant for assessing whether or not a payment is to be
considered as overdue.

The CL&FFPR provide that a debt is not considered to be overdue if on the relevant
date (i.e. respectively on 30 June/30 September of each year) the creditor has
accepted in writing to extend the deadline for payment. Contrarily to what Mélaga
asserts, therefore, it is irrelevant that under Spanish law a written agreement may
not be necessary, since national law cannot prevail over the CL&FFPR, which
expressly request that any deferral agreement shall be in writing and must be
executed on or before the relevant reporting date. It is undisputed that no written
agreement had been reached between Malaga and the Spanish tax authorities on the
relevant reporting dates, in particular 30 September 2012. Therefore, the debts
cannot be considered as deferred. It must be noted that the mere submission of a
deferral request by the debtor that might be rejected at any time by the creditor
cannot be qualified as a written agreement within the meaning of the CL&FFPR.
For the same reasons, any agreement reached by Madlaga and the Spanish tax
authorities subsequent to 30 September 2012 is irrelevant for establishing whether
or not the Club breached the provisions of the CL&FFPR.

In any case, even assuming that Spanish law would be applicable to the present
case, the debt of the Club towards the tax authorities must be considered as overdue.
By referring of a voluntary term of payment, in particular, the Club tries to suggest
that under Spanish law the debtor is entitled to decide whether to pay or not on that
deadline. Indeed, even though the charging of delay interest on a specific amount is
not necessarily a prerequisite in order to establish whether a payment is overdue, the
fact that interest was charged by the tax authorities on the amounts due by Mélaga
is, nevertheless, clear evidence that the payment was not made on the due date and
that such payment was overdue. By the same token, the issuance by the tax
authorities of a seizure order on any amounts to which the Club was entitled in view
of its participation in the UEFA competitions is a further confirmation that the
payment to be made by Mdlaga to the tax authorities were overdue. On the contrary,
the fact that the submission of the request for deferral entails the suspension of the
enforcement for the collection of the amounts is not relevant.

The Respondent further submits that the Club seeks to conceal the fact that a
significant part of its debt toward the tax authorities could not be the object of a
request for deferral. According to the Respondent, a request for deferral is not
admissible if the amounts relate to “employees’ tax payables” which are deducted
by the employer from the employees’ income and transferred (in the name of the
employees) directly to the tax authorities. In addition, it must be noted that, at the
time of the request for deferral, the Club was in insolvency proceedings. In such
circumstances, a request for deferral is not admissible under Spanish law.
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The sanction imposed by the Adjudicatory Chamber on the Club was proportionate
and adequate in view of the circumstances of the case and in light of the goal
pursued by the UEFA through the club licensing system and the financial fair play
provisions. As a matter of fact, the Respondent submits that Maélaga did not
challenge the proportionality of the sanction.

4.3 Clarifications made at the hearing

5.1

At the outset of the hearing, in consideration of the different amounts reported in the Parties’ brief
relating to the Appellant’s debt on the relevant reporting dates, the Panel invited the Parties to
clarify their positions insofar. Following the invitation of the Panel, the Parties submitted the
following figures:

(1) as of 30 June 2012:

Milaga holds the view that it owed the following amounts: EUR 10,700,000 to tax
authorities, EUR 2,700,000 to other clubs and EUR 5,800,000 to players. In relation
to the amount owed to the tax authorities, Malaga submits that it had made a
unilateral request to defer payment within the “voluntary term of payment. In
relation to the debts owed towards other clubs and towards players, the Appellant
admits that there was no debt deferral agreement in the amount of EUR 2,700,000.

UEFA holds the view that Mdlaga owed overdue payables towards tax authorities in
the amount of EUR 5,575,000 and overdue payables towards other clubs in the
amount of EUR 3.845,000.

(i) as of 30 September 2012:

both Parties agree that Malaga owed EUR 15,400,000 towards tax authorities. The
Parties further agree that there was a debt referral agreement in the amount of EUR
8,400,000. For the remainder (EUR 7,000,000), the Appellant requested a unilateral
postponement within the “voluntary term of payment;

as for the debt of EUR 2,700,000 towards clubs and of EUR 5,800,000 towards
players/employees, it is undisputed between the Parties that there was a valid debt
deferral agreement with the relevant creditors.

(iii) as of 31 March 2013:

both Parties agree that Mdlaga is in compliance with Articles 65 and 66 of the
CL&FFP.

Jurisdiction of the CAS

Article R47 of the CAS Code reads as follows:

“An appeal against the decision of a federation, association or sports-
related body may be filed with the CAS insofar as the statutes or
regulations of the said body so provide or as the parties have
concluded a specific arbitration agreement and insofar as the
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Appellant has exhausted the legal remedies available to him prior to
the appeal, in accordance with the statutes or regulations of the said
sports-related body.”

The provision at issue provides for three prerequisites that must be fulfilled, namely:

- there must be a “decision” of a federation, association or another sports-related body;

- the “internal remedies available prior to the appeal” to CAS must have been exhausted,
in accordance with the statutes or regulations of the mentioned bodies; and

- the parties must have submitted to the competence of the CAS.

The Appealed Decision must be considered as a “decision of an association” within the meaning
of Article R47 of the CAS Code, so that the first prerequisite is fulfilled, since, as set out above,
the UEFA is an international association regulating the sport of football at a continental level.

There are no internal remedies available to the Parties for appealing/objecting to the Appealed
Decision. This can be inferred from Article 25 (“Legal force of the final decision”), para. 2, of the
Procedural Rules governing the UEFA Club Financial Control Body (edition 2012), which
provides that any decision issued by the Adjudicatory Chamber “’may only be appealed before
the Court of Arbitration for Sport (...) in accordance with the relevant provisions of the UEFA
Statutes”. Furthermore, Article 62 (CAS as Appeal Arbitration Body), par. 1, of the UEFA
Statutes (edition 2012) provides that: “’[a]ny decision taken by a UEFA organ may be disputed
exclusively before the CAS in its capacity as an appeals arbitration body, to the exclusion of any
ordinary court or any other court of arbitration”.

The third prerequisite is also met. This follows from the acceptance by Madlaga —through its
affiliation and registration in the UEFA competitions — of the arbitration clause in favour of the
CAS, provided in the above-mentioned UEFA Statutes and by-laws.

Furthermore, the jurisdiction of the CAS in the present dispute can also be inferred from the
content of the Order of Procedure, duly signed by all the Parties. Finally, the Panel notes that the
jurisdiction of the Panel has not been contested by any party to this proceeding and, on the
contrary, was explicitly recognised by the Parties in their briefs. It follows from all of the above
that the CAS has jurisdiction in the present matter.

Mission of the Panel

According to Article R57 of the CAS Code, the Panel has full power to review the facts and the
law of the case. Furthermore, the Panel may issue a new decision which replaces the decision
challenged, or may annul the decision and refer the case back to the previous instance.
Admissibility

Article R49 of the CAS Code reads as follows:

“In the absence of a time limit set in the statutes or regulation of the
federation, association or sports-related body concerned, or in a
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previous agreement, the time limit for appeal shall be twenty-one days
from the receipt of the decision appealed against”.

The above provision of the CAS Code, therefore, gives autonomy to the Parties to deviate from
the time-limit of 21 days for the filing of the appeal. In this regard, it must be noted that Article
62 (CAS as Appeal Arbitration Body), par. 3, of the UEFA Statutes (edition 2012) provides that:

“The time limit for appeal to the CAS shall be ten days from the
receipt of the decision in question”.

The Appealed Decision, reporting the grounds on which it is based, was communicated to
Malaga on 14 January 2013.

On 24 January 2013, Mélaga filed with the CAS Court Office its Statement of Appeal against the
Appealed Decision.

In view of the above, the Panel concludes that the Appellant complied with the time-limits
prescribed by the UEFA Statutes (edition 2012) and by the CAS Code. The appeal is, therefore,
admissible.

Applicable law
Article R58 of the CAS Code provides as follows:

“The Panel shall decide the dispute according to the applicable
regulations and the rules of law chosen by the parties or, in the
absence of such a choice, according to the law of the country in which
the federation, association or sports-related body which has issued the
challenged decision is domiciled or according to the rules of law, the
application of which the Panel deems appropriate. In the latter case,
the Panel shall give reasons for its decision”.

The subject matter of the appeal relates to whether or not Mdlaga breached the UEFA CL&FFPR
to which it has submitted. It is thus clear that for the resolution of the present dispute the UEFA
Statutes, rules and by-laws, in general, and the CL&FFPR (in the edition applicable ratione
temporis to the facts of the case) primarily must be applied.

The issue whether any — and if answered in the affirmative which — national law applies to the
resolution of the dispute is contested between the Parties and shall, therefore, be discussed in the
merits section of the case.

The merits of the dispute

a) The law applicable to the resolution of the dispute

The Parties are in dispute over which (national) law applies subsidiarily to the present dispute.

This is particularly true for the question whether or not payables by Mélaga were “overdue.
According to the Club, whether or not payables are “overdue” (within the meaning of the
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CL&FFPR) towards the tax authorities of a specific country must be established in light of the
national law that governs the debt, i.e. the law of the country in which the tax obligation (for
which the payment is sought) arises. If one would follow this line of argument, then whether or
not payables are “overdue” would have to be assessed not only according to the CL&FFPR, but
also according to Spanish tax law.

The UEFA, on the contrary, holds that the rules of law applicable to the merits of the dispute are
the CL&FFPR. The latter apply, in principle, to the exclusion of any national law. An exception
is to be made where the CL&FFPR explicitly or implicitly refer to a certain national law. Another
exception is to be made in light of Article R58 of the CAS Code according to which the law at
the seat of the sports federation that issued the decision forming the matter in dispute applies.
However, this law (Swiss law in the present case) only applies subsidiarily. According to the
latter, Swiss law only applies inasmuch as the CL&FFPR contain a lacuna. Since, however, the
term “overdue” is exhaustively defined in the CL&FFPR, there is no scope for the application of
Spanish law (since the relevant rules do not contain any reference) or Swiss law (since there is no
lacuna to be filled).

The term “overdue payables” within the meaning of the CL&FFPR is defined in Annex VIII of
the Regulations, which reads as follows:

“l. Payables are considered as overdue if they are not paid according
to the agreed terms.

2. Payables are not considered as overdue, within the meaning of
these regulations [i.e. the CL&FFPR] if the license
applicant/licensee (i.e. the debtor club) is able to prove by 31
March (in respect of Articles 49 and 50) and by 30 June and 30
September (in respect of Articles 65 and 66) respectively that:

a) it has paid the relevant amount in full; or

b) it has concluded an agreement which has been accepted in
writing by the creditor to extend the deadline for payment beyond
the applicable deadline (note: the fact that a creditor may not have
requested payment of an amount does not constitute an extension of
the deadline); or

c) it has brought a legal claim which has been deemed admissible
by the competent authority under national law or has opened
proceedings with the national or international football authorities
or relevant arbitration tribunal contesting liability in relation to
the overdue payables; however, if the decision-making bodies
(licensor and/or UEFA Club Financial Control Body) consider that
such claim has been brought or such proceedings have been
opened for the sole purpose of avoiding the applicable deadlines
set out in these regulations (i.e. in order to buy time), the relevant
amount will still be considered as an overdue payable; or

d) it has contested to the competent authority under national law,
the national or international football authorities or the relevant
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arbitration tribunal, a claim which has been brought or
proceedings which have been opened against it by a creditor in
respect of overdue payables and is able to demonstrate to the
reasonable satisfaction of the relevant decision-making bodies
(licensor and/or UEFA Club Financial Control Body) that it has
established reasons for contesting the claim or proceedings which
have been opened; however, if the decision-making bodies
(licensor and/or UEFA Club Financial Control Body) consider the
reasons for contesting the claim or proceedings which have been
opened as manifestly unfounded the amount will still be considered
as an overdue payable”.

It is true that, in principle, the law governing the existence of an obligation also governs the due
date of the latter. It is beyond dispute that whether or not Médlaga owed a debt towards the
Spanish tax authorities within the meaning of the CL&FFPR is a question that is governed by
Spanish law. Insofar, the CL&FFPR implicitly refer to the Spanish law. However, it is not a
mandatory requirement that both questions (existence of an obligation and due date) be governed
by the same law. In light of the freedom of association, the latter may provide in its rules and
regulations that a different set of rules apply to both questions. This is all the more true if the
association — as is the case here — has set out to create a level playing field in international club
competitions (cf. CAS 2012/A/2702, para. 92). The idea to define in a uniform manner — and
independently of where a club is domiciled — the term “overdue” is, thus, not arbitrary, but
instead perfectly in line with the principle of freedom of association. This also follows from CAS
jurisprudence (CAS 2012/A/2702, para. 91) according to which “’’[plursuant to Art. 154 of the
Swiss Act concerning Private Law, the UEFA regulations cannot be overridden by the national
laws as this would lead to unequal treatment among clubs from different countries. ..”

That there is a need to have a uniform definition of what constitutes an overdue payable cannot
be disputed and is perfectly illustrated in the case at hand. It appears that the various legal
systems differ as to what consequences follow from the fact that a debt is “overdue. In some
jurisdictions the creditor may be entitled to file a claim and/or to seek enforcement of the claim;
he may be (also) eligible for interests and/or entitled to offset a claim directed against him. The
characterization of a debt as overdue may in addition— in some jurisdiction— also be a
prerequisite when assessing whether or not a debtor is illiquid in terms of insolvency law. If the
term “overdue” were not defined in the CL&FFPR, it would be difficult to know to what
consequences the term “overdue” used in the CL&FFPR refers. In the case at hand, the
Appellant is of the view that the decisive criteria to assess whether or not a payable is overdue is
whether the creditor is entitled to commence enforcement proceedings against the debtor. The
Respondent, on the contrary, asserts that the typical consequence of a debt being overdue is that
the creditor must pay interest. It is exactly a dispute of this kind that the CL&FFP tries to avoid
by uniformly defining the term ‘“overdue. That the CL&FFP is designed to uniformly and
autonomously define the term “overdue” clearly follows from the CL&FFP. There is no room for
the application of the contra proferentem rule here. Thus, the Panel holds that —contrary to what
the Appellant submits— Spanish law does not apply within the definition at UEFA level of the
expression "overdue payables".

The question, however, is whether the CL&FFPR define the term “overdue” in respect of the
debt at stake here (debt towards tax authorities). Doubts in this respect arise from the wording of
Nr. 1 of Annex VIII of the Regulations. According to such provision, “’[playables are
considered as overdue if they are not paid according to the agreed terms.”” At first glance, thus,
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it may appear that the definition of “overdue” is only aimed at contractual obligations because
only in relation to the latter there can be “agreed terms”. However, if one takes Annex VIII of
the Regulations in its entirety, it becomes evident that this provision not only deals with
contractual debts, but with all kinds of obligation including statutory debts. Thus, it follows from
the Regulations that the term “overdue” is a defined term that must be interpreted autonomously,
i.e. without reference to a national law.

To conclude, therefore, the Panel finds that recourse to a national law in the context of the
CL&FFPR is legitimate only (i) if necessary for the application of the CL&FFPR and (ii) where
recourse to national laws does not undermine the very purpose of the CL&FFPR. Neither
prerequisite is fulfilled in the case at hand and, thus, only the CL&FFPR are applicable to the
question whether or not the outstanding payables were overdue”.

b) The lack of a (written) agreement”

It is undisputed that — originally -— debts towards the tax authorities were due before 30 June
2012. What is disputed between the Parties is whether this was still the case on 30 September
2012. The latter depends on whether or not the deadline for the payment of the debt had been
extended beyond 30 September 2012 or not. In this respect, the CL&FFPR provide that a debt
becomes deferred if the debtor club “has concluded an agreement which has been accepted in
writing by the creditor to extend the deadline for payment beyond the applicable deadline (note:
the fact that a creditor may not have requested payment of an amount does not constitute an
extension of the deadline). This provision is not easy to understand at first sight. According to the
wording, there must be an agreement between creditor and debtor to extend the deadline for
payment and (in addition) the agreement must “be accepted in writing” by the creditor. The Panel
is of the view that it does not follow from the wording of Nr. 2 lit. b of Annex VIII of the
Regulations that the agreement to extend the deadline for payment must necessarily be found in a
single document signed by both parties. Instead, in the Panel's view, what is intended by the rule
is that the declaration of the creditor to accept the extension of the deadline for payment must be
in writing. The Panel is thus of the view that, in order to comply with the said rule, it suffices that
a request by the debtor to extend the deadline (be it orally or in written form) is accepted by the
creditor in written form. The provision, thus, makes two things very clear. First, an extension of
the deadline for payment is only accepted if there is a clear expression of will of the creditor in
this respect. This is in particular made clear by the note in brackets according to which “keeping
still” or not enforcing a claim cannot be qualified as a tacit consent by the creditor to extend the
deadlines for payments. Secondly, the provision requires that the relevant expression of the
creditor’s will must be in writing.

In light of the above, the Panel holds that the prerequisites of Nr. 2 lit. b of Annex VIII of the
Regulations would have been fulfilled if the Appellant had made a request for deferral of
payment that had been accepted in writing by the Spanish tax authorities. However, lacking any
decision of the Spanish tax authorities and, thus, a clear expression of will to extend the deadlines
of payment, the prerequisites of Nr. 2 lit. b of Annex VIII of the Regulation cannot deemed to be
fulfilled. In coming to this conclusion, the Panel does not ignore that some national laws provide
for a concept of “tacit approval” in case a private subject files a request with a public authority
and the latter remains inactive. However, even if one were to assume that there was a tacit
approval by the Spanish tax authorities in relation to the postponement of the deadline for
payment, the conditions of Nr. 2 lit. b of Annex VIII of the Regulations would not be fulfilled.
The latter expressly require that the consent given by the creditor be in writing. It is true that a
conditional (written) consent was given by the Spanish tax authorities after 30 September 2012.
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This, however, is immaterial in the case at hand, since Nr. 2 of Annex VIII of the Regulations
provides that the debtor must prove by the relevant reporting date (i.e. by 30 September 2012)
that the conditions for deferred payments are fulfilled. This, however, is not the case here. The
first communication by which the tax authorities informed the UEFA of a possible agreement
with the Club was sent on 9 November 2012, i.e. over a month after the expiring of the deadline
of 30 September 2012 set forth in Article 66.6 of the CL&FFPR. In addition, the aforementioned
correspondence did not affirm that an agreement had been reached with the Club, but merely
informed the UEFA that the tax authorities were willing to sign an agreement with the Club
subsequent to the payment by the latter of the amount of EUR 9,000,000.00. It was only on 3
January 2013 that the tax authorities communicated to the Club the granting of the deferral for
the (outstanding) payments. Since the “agreement” within the meaning of the Annex VIII of the
Regulations was only executed after the relevant reporting date, the Panel has no other choice
than to conclude that the Club had overdue payables on 30 September 2012.

The above conclusion is not unreasonable and/or overly harsh. The Club submits that, once the
request for deferral is submitted, the tax payer/debtor has no powers to compel the tax authorities
to issue a decision within a specified deadline, but may only wait for the decision to be issued.
According to the Appellant it would be unreasonable to sanction the Club for delays due to the
workload of the Spanish tax authorities. The Appellant submits that it cannot be blamed for the
fact that the tax authorities were unable to decide upon its request within a shorter deadline, i.e.
within an appropriate term. Moreover, the Appellant alleges that the principle of “force majeure”
enshrined in Annex XI of the CL&FFPR would be breached if one were not to take into account
that it had no possibilities to compel the tax authorities to issue a decision. The Panel does not
follow this reasoning. It must be noted that the situation at hand does not differ from a case in
which a debtor requests form a private creditor (e.g. another club, banks or other creditor) the
postponement of deadlines for payment. In such case, the debtor has no compelling powers to
force the creditor to take a decision in relation to his request. This is no case of force majeure. The
Panel fails to see why this case should be treated any different than the case at hand. Furthermore,
the Panel is also mindful of the fact that — other than alleged by the Appellant — the debt payer
has at least some kind of influence to receive a timely answer to its request. This influence
consists in filing the deferral request as early as possible. The earlier the request is filed the sooner
the tax authorities will decide upon the request for deferral. In the case at hand, the Panel notes
that the request has been made — practically — at the latest moment possible before the reporting
date of 30 June 2012. If, therefore, no “answer” was received from the tax authorities before 30
September 2012, not solely the tax authorities are to be blamed.

¢) Proportionality of the sanction

Only a final and short remark is to be made on the issue of the proportionality of the sanction
imposed on Maélaga. The Appellant has not submitted any specific argument why the sanction
imposed would not be in line with principles of proportionality. Contrarily to what the Club
maintains, the mere (subsidiary) request by the Appellant to the CAS to amend the decision of the
Adjudicatory Chamber cannot be considered as “arguments or allegations” aiming at contesting
the proportionality of the sanction. However, absent any such arguments by the Appellant and in
view of the fact that the sanction imposed upon the Club seems to be proportionate (also in view
of other CAS decisions issued in the context of the CL&FFPR) the decision of the Adjudicatory
Chamber must be confirmed.

Final findings
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In view of the above, the appeal filed by Mdlaga must be dismissed.

The decision issued by the Adjudicatory Chamber and the sanction imposed on Malaga must be
confirmed.

All other or larger motions or prayers for relief of the Parties are dismissed.

Costs

Article R65 (paras. 1 and 2) of the CAS Code (“Appeals against decisions issued by international
federations in disciplinary matters”), edition in force at the time of the filing of the statement of
appeal, provides that proceedings concerning appeals against decisions which are exclusively of a
disciplinary nature and which are rendered by an international federation or sports-body shall be
free, excepted for the payment of a non-refundable Court Office fee of CHF 1,000.00.

The provision at issue (par. 3) further provides that:

“Each party shall pay for the costs of its own witnesses, experts
and interpreters. In the arbitral award, the Panel has discretion to
grant the prevailing party a contribution towards its legal fees and
other expenses incurred in connection with the proceedings and, in
particular, the costs of witnesses and interpreters. When granting
such contribution, the Panel shall take into account the complexity
and the outcome of the proceedings, as well as the conduct and
financial resources of the parties”.

The appeal filed by Malaga is an appeal against a decision of an exclusively disciplinary nature
and rendered by an international federation or sports-body, i.e. the Adjudicatory Chamber of the
UEFA Club Financial Control Body. Therefore, the above-reported provision of Article R65 of
the CAS Code is applicable to the appeal filed by Mélaga and the proceedings shall be free of
charge with the exception of the Court Office fee of CHF 1,000.00 paid by the Club and to be
retained by the CAS.

Considering the outcome of the proceedings and the nature of the dispute, the Panel deems it
appropriate to rule that each party shall bear its own expenses incurred in connection with these
arbitration proceedings.
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ON THESE GROUNDS

The Court of Arbitration for Sport rules:

1. The appeal filed on 24 January 2013 by Madlaga CF SAD against the decision
rendered by the Adjudicatory Chamber of the UEFA Club Financial Control Body on
21 December 2012 is dismissed.

2. The decision rendered by the Adjudicatory Chamber of the UEFA Club Financial
Control Body on 21 December 2012 is confirmed.

3. The award is pronounced without costs, except for the Court Office fee of CHF
1’000 (one thousand Swiss Francs) paid by Mdalaga CF SAD, which is retained by
the CAS.

4. Each party shall bear its own expenses incurred in connection with these arbitration
proceedings.

5. All other motions or prayers for relief are dismissed.

Seat of arbitration: Lausanne, Switzerland
Date: 8 October 2013
Operative part of the award communicated on 11 June 2013

THE COURT OF ARBITRATION FOR SPORT

Ulrich Haas
President of the Panel

José Juan Pint6 Massimo Coccia
Arbitrator Arbitrator

Daniele Boccucci
Ad hoc clerk
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Date 23 February 2011
Our ref

— Dear Mr McGill,

The Rangers Foatball Club Plc (RFC} — Discount Option Scheme/Value Shift Scheme
{POS)

Further to our meeting on 10 February 2011 | now enclose, as agreed, a revised
computation on the basis of the position that | set out to you after looking at the side

agreements critically.

You agreed to let me have a decision by the end of February 2011 as o whether the club
wanted to accept the offer to settle on the lines of Aberdeen Asset Management Lid (AAM)
as set out in my letter dated 26 November 2010 and this information should assist you in
coming to that decision. | enclose a spreadsheet with updated interest calcuiation fo assist
with comparison having computed interest in both scenarios to May 2011 as heing a ikely

satfiement date.

In the meantime, again to assist you, 1 enclose my technical analysis of the position having
regard to the side agreements, the consequences of those documents and the lefter denying
their existence. You should bear in mind that this analysis is provided as a guide only and
that we may employ these and/or other additional arguments whan puiting our case fo
tribunal but {hat this wouid form the basis for my decision lefter and HMRC tatest thinking on
the case. It would effectively repiace the offer to setile under AAM terms, as set out in my
letter of 26 November 2010 but those terms may still be pursued as alternatives if litigating

the case.

As you will see, the effect of the side lelters require me to make PAYE assessments for
years not $o far assessed for these payments and [ am putting the wheels in motion to have
these issued to the club. When the club receives them they may be appealed. The appeais
can then be processsd so that the issues can be heard and the altemative assessments

tllu.,)

Information is available in large print, audio and Braille formats. S

Text Relay service prefix number — 18001 AL

Business Unit Head: Brian Houston Alfernative view letter Feh 11.doc



considered by First Tier Tribunal if voluntary settiement does not take place before then.
Clearly, they can be set aside if voluntary setifement is agreed.

t would have Hked 1o have had this letler to you before now but wanted what | was saying
reviewed by other areas first. | am sure thaf you will agree that this was worth while.

ttrust that all the above is of assistance and look forward fo hearing from you by the end of
the month. if you need to discuss any issues before then please do not hesitate to contact

me,

Yours sincerely



The Rangers Football Club Pl (RIFC)
Discount Option Scheme (DOS) Techuical analysis. Febraary 2011

RFC used the DOS to make payments for three playersfemployees, Tore Andre Flo,
Ronald De-Boer and Craig Moore. I will analyse the position for each employee
individually as while there are similarities to the pesitions there are differences that
set each apanrt.

Tore Andre Flo

In a side letter dated 23 November 2000 RFC agree fo arrange net payments info a
fund under the Club’s Employee Benefit Trust for his benefit at specified dates. This
letter is dated the same day that Flo signs his employment contract with RFC.

The relevant amounts referred to in the letter are:-
30 November 2000 £430,000
30 November 2001 £700,000. ...

RFC set out that the total funds including investment returns will beconie payable to
him immediately on termination of his contract.

“Net payments” are net of PAYE so for assessinent purposes the amounts paid need
grossed up.

The amounts paid were in stexling and were £1,150,000 these are the emoluments,
The additional £5733 paid will, I assume, be the investment funds referred to. These
will be chargeable on either Flo personally, the Trust, the companies holding the
funds or the employer. I am prepared to ighore these for the purposes of assessment
but the Tribunal may wish to come to s own conclusions as to the treatment of this

SUI.

On 30 August 2002 Flo was sold and transferred to Sundertand FC, He received
another side agreement letter superseding the letter dated 23 November 2000 and so
only the above payments were made under the original agreement. Additional
subsequent payments were made through MGMRT in respect of his agreeing to
release R¥FC from their obligations under his existing contract.

Under S202A(1) income fax shall be charged on the full amount of the emoluments
received for the yeat.,. S2028(1) states that the time for $202A(1)(a) shall be found
in accordance with (a) the time when payment is made of or on account of the
emoluments; or (b) the time when a person becomes entitled to payment of or on
account of the emoluments; and be the earlier of these times.

Following AAM the date that the “keys to the money box” were handed to Flo was 7
October 2003 when the Trustees wrote to him to say that he had all the share capital
in the vehicle companies. That would mean assessment for 2003/04, 202B(1)(a).

However, the side agreement letter sets out that the funds will become payable to Flo
on {ermination of his confract. So he becomes entitled to payment on that date, 30
August 2002. So the year of assessment would be 2002/03, 202(B)(1)({(b).



Since, in the case of the earlier date the payment is due on termination, the assessable
amount should be the £1.15m grossed up at the Highest rate applicable for the year
and that will be 40%. This gives an assessable figure of £1,916,666 for 2002/03.

So we will require to raige determinations for 2002/03 for £1,916,666 and the
alternative assessments for 2003/04 already made require to be increased to gross of

£1,474338.

Extended Time Limits
Assessments for 2002/03 are out of normal assessing time bimits now and so we need

to consider if there has been deliberate behaviour on the part of the employer in
submitting an incorrect P33, Deliberate behaviour is described at CH53700 as
“describing transactions inaccurately or in a way 1o mislead”.

The existence of the side agreements for the three players involved was specifically
denied in Murray Group letter dated 7 April 2005 shortly after the enquiry into the
scheme cornmenced. This was in response to a specific request for any such
documents. The side agreement for Flo and De-Boer were provided later in June
2009 in connection with HMRC enquiries into the Murray Group Management
Remuneration Trust (MGMRT).

In finding these documents HMRC has made a discovery within the terms of
Regulation 80 of Income Tax (Pay As You Earn) Regulations 2003: SI12003 No2682.
Section 36(1) as amended by FA89/8149 and Schedule 39 FA2008 provides the
authority for determinations outside the normal (6 year) time limits, up to 20 years
may be made where there has been a loss of tax atiributable to deliberate conduct.

National Insurance contributions may be recovered by a decision under Section & of
the Social Security Contributions (Transfer of Functions) Act 1999. Similar time
limits to the Reg89 apply in Scotland.

The employer made a commitment to the employee in the side agreements that he
would be paid the agreed net amounts. In the case of Flo some of this was
unconditional and some conditional on him being an employee at the relevant dates.
Despite stating to the contrary the payments are contractual and directly related to the
empioynment.

The terms of the documents are clear and are signed by the Finance Director. So the
side agreements in themselves operate as contractial entitlements to the emoluments

and the vehicle used to meet that obligation is the DOS.

This appears to be deliberate behaviour leading to a loss of tax ete. Determinations
may therefore now be made up to 20 years prior.

Operation of PAYE

Side agreements on their own
The emplover paid the employee and deducted PAYE in accordance with the rules for

payments made under the contract that was registered with the SFA. So it knew that
PAYE was required to be operated. The employer knew that the payments were



subject to PAYE indeed there would be no other logical explanation to describe the
payments as net in the agreexnent and then go on to indemnify the employes from any
{ax Hability if that were not so.

Under the side agreements the employer has given the employee an entitlement that
crystallises at the dates set out. §2028 (1) (b) provides that the emoluments are
treated as received when the person becomes entitled to the payments. The employer
has then gone on fo meet that entitlement by paying the funds through the scheme
arrangements. In failing to deduct or remit the tax at the time of entitlement the
employer has deliberately failed i its obligations.

There is no suggestion here of a lack of care or 4 mistake it was 2 deliberate attempt to
reduce its outgoings and retain the amounts of tax etc. for its own purposes.

Side agreements with the scheme

Alternatively, it could be viewed that in adding the side agreement to the scheme they
have departed from the scheme or added to if. Although I have not seen it T assume
that the professional advice given will have been on the basis that the scheme supplied
was put into practice without deviation, 1 understand that the scheme is said to work
on the basis that there is a genuine possibility that options would be called up by the
Trust and so the value of the shares held by the employee would then be negligible. If
the employer had already given a guarantee that the funds will be immediately
payable, as they have, then the employer must be aware that the Trustees would not
exercise the option proposed by the scheme. It can therefore be seen as a sham set of
arrangements. If the trusfees had exercised their options then the employer would still
have been liable to performance of the side agreements and find another way to make
the payments. It is inconceivable that this wouid have happened as no one would have

benefited.

I assume that the employer took advice on the DOS and was, no doubt, told that the
payments would escape the PAYE net as the arrangements were designed that way.
The key event being that there was an option to discount the value of cash held in the
vehicle company. 1 assume that the advice given was without the knowledge that side
agreements had been provided for.

It would thersfore seem clear that there has been a deliberate attempt to withhold the
taxes and NICs that should have appeared on the relevant forms P35 each year and the
taxes and NICs that should then have been remitted.

In any event, by the employer giving the side agreement assurances the scheme has
not been implemented as supplied.

Ronald De Boer
De Boer was given a letter dated 30 August 2000, the same day that he signed his

playing contract, setting out that the employer would arrange net payments of lm
Guilders to him every 6 months, a total of 8 payments from ! January to 31 May 2004
were promised. The technical arguments for the payments to Flo apply equally to the
De-Boer payments.



He was employed from 30 August 2000 to 23 August 2004 and so all of the payments
set out were made. The currency changed from Guilders to Euro on 1 January 2001
but this is not considered relevant beyond the exchange rate to be used. The first 4
paymenis were through the Rangers EBT but De Boer received the {inal 4 paymenis
through the MGMRT from Feb 2003,

[ a letter dated 14 January 2002 Douglas Qdam sets out that €453,780 is equivalent
to NLG imillion. This exchange rate has been taken for the calculations and
converted to sterling. £280,076 equals €453,780, Exchange rates for the earlier
payments are averaged approximations rather than spot rates for the day.

The schedule of dates for payments would be:-

Grossed up
Chargeabie
i January 2061 2000/01 NLG 1 million =~ £276,365 £460,608 2000/01
31 May 2001 2001/02 NLG I million = £278,629 £404,381 2001/02
! January 2002 2001/02 NLG | million = £282,422 £470,703 2001/02
3tMay 2002 2002/G3 €453780 = £280,076 £466,793 2002/03
1 January 2003 2002/03 Replaced by MGMRT payments of €453,780

As De-Boer was an employee when the payments were made then all the payments
made would be grossed up and chargeable af the higher rate. The total is £1,117,492.
‘We have assessed an estimate of £1,023,829 for 2004/08,

Again we will need to make assessments under the Extended time limits, The
arguments about deliberate behaviour in the case of Flo apply equally to De-Boer.
The side letters provide the entitlement and the employer was aware that the payments
ought to have been made under PAYE. No professional guidance was taken on the
positicn including the side agreements that gave rise to the payments. There has been
a deliberate failure here.

Penalties 8984 (4) TMA1970

Where there has been frandulent or negligent conduct in making an incorrect form
P35, i.c. not showing the correct amount of tax deducted as should have been
reflected on the form, specifically amounts in respect of the payments to Flo and De-
Boer. A penalty can be sought of up to the amount of the tax not paid.

In this case to show that there has been neglect I would point to the side agreements
setting out that the payments will be made fo the players and that in both instances the
letters indicate that the funds will be paid “to you”.

There are two conclusions to draw from these latters.

1. The scheme as provided did not anticipate or include that these guarantees would
be given to the employees in respect of the payments so any advice given was not
therefore on the facts of the case as implemented by RFC.



2. The employer always intended the funds to be paid to the employee and must have
known that there was never any possibility that the funds would not be paid to them
otherwise they couid not offer the guarantees they did.

In the first case the employer has been negligent as it does not appear that it took
advice on what it bad done. It merely relied on the standard scheme advice despite
being fully aware that the side agreements were not part of that scheme. The side
agreements are signed by the Finance Director, someone who should have understood
the position and the implications of what he was doing,

In the second case, the fact that existence of the side agreements was denied
demonstrates a wish fo present only the form of the scheme arrangements rather than
the whole circumstances. It could possibly be argued that taken as a whole this was a
fraudulent intention to deceive HMRC but is at the very least negligence.

It is only necessary to show the negligent standard of conduct for the purpose of
pursuing a penalty under S98A(4)TMAT0 and that is my conclusion,

Craig Moore
In the case of Moore we have not been provided with any side agreement guarantee.

However in a letter from Murray Group Tax Department it was categorically denied
that there were side Ieiters for Flo, De-Boer or Moore. We were subsequently given
side agreement letters for Flo and De-Boer and so it is reasonable to assurae that
despite the denials made there is a similar letter for Moore. We have just not been
given it. There is a document dated 3 August 1999 setting out that he will be told how
the scheme works and that he is bound to keep the information confidential. So it was
discussed before any of the arrangements being put into place for the payments he
gventually received.

The Reg 80 direction on RFC [in relation to Moore] was made for the year 1999/2000
and was made in September 2007 as an Extended time limit (ETL) assessment as the

normal fime himit (6 years) had expired.

In making the offer io settle on informal Hnes following AAM {as set out in my letter
of 26 November 2010) it was accepted that no penalfy would be pursued. This was on
the basis that the employer had taken legal opinion that what they were doing was
sound. This is based on an assumption that all documents in relation to the payments
had been provided for that opinicn to be fully informed.

However in viewing this case on its merits on the assumption that the arrangements
were similar and carried out by the same employer I would assert that there was
deliberate conduct here even without production of a side agreement specifically for

Moore.

We have a spreadsheet showing the amount for Moore set out and a comparison of the
positions with and without tax. The spreadsheet is called “Player Special Deals™ and
the payment referred to is the C.P. transfer (Crystal Palace).

In operating the scheme for the other two players the employer is aware that there is
no possibility that the Trustees will exercise their option. They could not provide



guarantees otherwise. The arrangements here are similar to the others and so can be
viewed similarly on the balance of probabilities.

If 1t is established that there is neglect in not taxing this payment then the technical
taxation analysis for AAM applies and receipt of the “keys to the money box” will
trigger the PAYE charge.

Moore was employed between 1 April 1999 to 6 January 2003 and received the “keys
to the money box™ on 17 September 1999,

The assessment was made on the net basis and would require to be increased on
amendment to pay of £250,000 taxed at 40% for 1999/00.

A penalty determination under S98 TMA 1970 will be required, which will again be
an ETL assessment,

If it 1s not established that there has been neglect then this assessment will fall as it
was ETL. when made.

Residence

Tt was contended by the employer that the employees were not resident at the time
when the payments/transfer of shares were made and so no tax would be due in
respect of the payments. It is not accepted that the employer can make that residence
determination and has no authority to do so, In all cases it is contended that
entitlernent or actual payment was made at a time when the employees were in
employment or on the last day of the employment and so tax on the full cumulative
pay should have been deducted and accounted for by the employer.

H M Inspector of Taxes
23 February 2011

202A Assessment on receipts basis

202A(1) As regards any particular year of assessment-

(a) income tax shall be charged under Cases I and 11 of Schedule E on the full
amount of the emoluments received in the year in respect of the office or employment
concemed;

{b) income tax shall be charged under Case Il of Schedule E on the full amount of
the emoluments received in the United Kingdom in the year in respect of the office or

employment concemed.

202A(2) Subsection (1} above applies—
(a) whether the emoluments are for that year or for some other year of assesstnent;

{b)  whether or not the office or employment concerned is held at the time the
emoluments are received or (as the case may be) received in the United Kingdom.

202A(3) Where subgection {1) above applies in the case of emoluments received, or
{as the case may be) received in the United Kingdom, after the death of the person



who held the office or employment concerned, the charge shall be a charge on his
executors or administrators; and accordingly income tax—

(a) shall be assessed and charged on the executors or administrators, and

(b) shall be a debt due from and payable out of the deceased’s estate.

202A(4) Section 202B shall have effect for the purposes of subsection (1)(a) above.

2028 Receipts basis: meaning of receipt

202B(1) For the purposes of section 202A(1)(a) emoluments shall be treated as
received at the time found in accordance with the following rules (taking the earlier or
earliest time in a case where more than one rale applies)}~

{a} the time when payment is made of or on account of the emoluments;

(b)  the time when a person becomes entitled o payment of or on account of the
emoluments;

(¢)  in a case where the emoluments are from an office or employment with a
company, the holder of the office or employment is a director of the company and
sums on account of the emoluments are credited in the company’s accounts er
records, the time when sums on account of the emoluments are so credited,;

{d) i a case where the emoluments are from an office or employment with a
cempany, the holder of the office or employment is a director of the company and the
amount of the emoluments for a period is determined before the period ends, the time
when the period ends;

(e}  in a case where the emoluments are from an office or employment with a
company, the helder of the office or employment is a director of the company and the
amournt of the emoluments for a petiod is not known until the amount is determined
after the period has ended, the time when the amount is determined.

202B(2) Subsection (1)(¢) , (d) or () above applies whether or not the office or
employment concerned is that of director.

2062B(3) Paragraph {c) , (d) or (¢} of subsection (1} above applies if the holder of the
office or employment is a director of the company at any time in the year of
assessment in which the time mentioned in the paragraph concerned falls.

202B(4) For the putposes of the rule in subsection (1)) above, any fetter on the right
to draw the sums is to be disregarded.

202B(5) In subsgection (1) above * directer » means-

{a} in relation to a company whose affairs are managed by a board of directors or
similar body, a member of that board or similar body,

(b) in relation to a company whose affairs are managed by a single director or
similar person, that director or person, and

{c) invelation to a company whose affairs are managed by the members themselves,
a member of the company. .

202B(6) In subsection (1) above “ director ”, in relation to a company, also includes
any person in accordance with whose directions or instructions the company’s
directors (as defined in subsection {5) above) are accustopued to act; and for this
purpose a person is not to be deemed to be a person in accordance with whose
directions or instructions the company’s directors are accustomed to act by reason
only that the directors act on advice given by him in a professional capacity.

202B(7) Subsections (1] to (€) above shall have effect subject to gubsections (8) to

{11} beiow.




202B(8) In a case where section 141{1)a}, 142(1)a) or 143{1)(a) treats a person as
receiving or being pald an emolument or emoluments af a particular time, for the
purposes of section 202A{I)Xa) the emolument or emoluments shall be treated as
received at that tane; and in such a case gubsections (1) to (6) above shall not apply.
202B(9) In a case where section 145(1) treats a person as receiving emoluments, for
the purposes of section 202A{1)(a) the ernoluments shall be treated as received in the
period referred to in section 145(1) ; and in such a case subsections (1) to (6} above
shall not appiy.

202B(10) In a case where section 154(1), 157(1}, 158{1), 160(1), 160(2) , 162(6) or
164(1) treats an amount as emoluments, for the purposes of section 202A(13(a) the
emoluments shall be treated as received in the year referred to in section 154(1) or the
other provision concerned; and in such a case subsections (1) to (§) above shall not
apply.

202B(11) In a case where—

(a) emoluments take the form of 2 benefit not consisting of money, and

{b) subsection (8) , () or {10) above does not apply,

for the purposes of section 202A(1){a) the emolumenis shall be treated as received at
the time when the benefit is provided; and in such a case subsections (1} {0 (6) above

shall not apply.

203B PAYE: payment by intermediary

203B(1) Subject to subsection (2) below, where any payment of, or on account of
assessable income of an emplovee is made by an intermediary of the employer, the
employer shall be treated, for the purposes of PAYE regulations, as making a
payment of that income of an amount equal to the amount determined in accordance
with snhsection (3) below,

203B(2) Subgection (1) above does not apply if the intermediary {whether or not he is
a person to whom section 203 and PAYE regulations apply) deducts income tax from
the payment he makes and accounts for it in accordance with PAYE regulations.
203B(3) The amount referred to is—

(a) if the amount of the payment made by the intermediary is an amount fo which
the recipient is entitled after deduction of any income tax, the aggregate of the amount
of that payment and the amount of any income tax due; and

(b)  in any other case, the amount of the pavment made by the intermediary.
203B(4) For the purposes of this section, a payment of, or on account of, assessable
income of an employee is made by an intermediary of the employer if it is made—

{a) by aperson acting on behaif of the employer and at the expense of the employer
or a person connected with him; or

(b) by trustees holding property for any persons who include or class of persons
which includes the employee.

203B(5) Section 8§39 applies for the purposes of subsection (4) above.



The Rangers Footbalf Club Pic

Issued Appeal Name Pay Amount
28-8ep-07 26-Cct-07 Craig Maoore 150,000
To be issued Ronald De-Boer 276,365
To be issued Ronald De-Boer 561,051
To be issued Ronaid De-Boar 280,078
To be issued Tore Andre Flo 1,150,000
issued Appeal Name Assessed
28-8ep-07 26-0ct-07 Craig Moore 18360
To ba ssued Ronald De-Boer
To be fssued Ronald De-Boer
T be issued Ronald De-RBoer
To be issued Tore Andre Flo
Totai NICs

NIG interest  Total
2975000 90013.12 219,763.12
84512.35 145578.8 384 .634.08
11127500 2611911 746,499.71
28124818 584442 5 1,818,074.31

3,169,971.23
£2,088,745.61

£1,081,225.32

Reg 80 and 58 Decisions

Figures Based upon Facts with Side agreements
Tax

Year NTL/ETL

1888/2060 ETL

2000/01 ETL

2001/02 ETL

200203 ETL

2002/03  ETL

NICs

Year Notice

1999/2000 38 Decision

28600/01 S8 Decision

2001/02 58 Decision

2002/03 S8 Decigion

200203 S8 Decision

Total Liability

Year Tax
199912000 100,000.00
2000/01 164,243.20
2001/02 374,033.60
200203 853,383.60
Total Tax and NICs

tnterest to 31 May 2011

Penalty under $88 TMATD

Total for Settlement plus $98 Penalty

£3,169,971.23

Tax
34800.00

Grossed up
250000
460608
835084
456793
1916686

Totad Tax

Amended amount %

28750.00
54812.35
T11275.00
533081.57
2268186.59

477,085.51

11.8
119
1.8
1.8
11.8

Tax

100,000.00
184,243.20
374,033.80
186,717.20
766,666 .40

1,611,660.40

Tax Raie %
40
40
40
40
40



The Rangers Fosthall Club Ple

Reg 80 and S8 Detisions

Based on Aberdeen Asset Management ines of "keys to the money box"

Tax

Year NTL/ETL lssued Appesl
1899/2000 ETL 28-Sep-07 26-0ci-07
2003/2004 NTL 28-8ep-07 26-Oct-07
2004/2005 NTL 28~-Senp-07 26-0ct-07.
NiCs

Year Motice lssued Appeal

1899/2000 S8 Decision 28-Sep-07 26-0ct-07

2003/04 S8 Decision 28-Sep-07 26-0ct-07
2004/08 S8 Decision 28-Sep-07 26-Oct-07

Total Liahil Tax NIC interest
1898/00 1040,000.80 30500.00 ¥0533.42
2003/04 325,675.97 20447570 218390.7
2004/05 882, 5562.67 23548057 312808.4
Total Tax and NiCs £1,678,884.91

Interest to 31 May 2011 621732.80

Total for Settlement £2,206,717.41

Name Pay Amousit
Craig Moore 160,000
Tore Andre Flo 1155733
Ronald De Boer 1023829

Name Amount Assessed

Craig Moore 18300

Tore Andre Fip  159491.15
Ronald De Boer 1412834
Total NICs

Total
221,033.42
748 842 34
1,230,841.65
2,200,717 41

Tax
3450000
254261.26
225242.38
£14003.84

Amended amount
30500.00
204475.70
235480.57
470,456.27

Grogsed up
250000
1481708.974
1706381 667
Total Tax

Tax
10¢,000.00
325,975.97
682 852 67
1,108,528 64

Tax Rate %
40
22
40

Yean

1988/00
2003104
2003/04
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RANGERS
FOOTBALL CLUB plc

Founded 1873

DrO/sh

0 August 2000

tak

M:r Ronald de Boer

Barcelona

Dear Ronald,

Hurther to discussions, [ confirm that the Ciub is prepared to arrange net payments to you every
six-months commencing | Janvary 2001 uatil 31 May 2004 of NLG 1,000,000 (in total eight
ihstalments). - The Club is taking appropriate professional/legal advice in relation to the
documentation concerning these payments. However, { can confifm that the paymcx;té are not
contractual being tot related to your proposed contract of employment with the Club nor

spresenting an inducement to enter a new conira(;t with the Ciub. -

Yours|sincerely,

I [L_,
. JQ}DAM/

INANCE DIRECTOR

TELEPEONE: 014] £40 8500 P?.CSE!:ELE 0141 580 8560 'WEBSITE: www.rangers.couk

REGISTERED OF'F!CE‘ TBROX STADIUM 150 EDMISTON DRIVE  GLASGOW G51 2XD
Regisiersd tn Scogand No. €276
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e THE e
RANGERS

FOOTRALL CLUB plc

DIOsh

l‘hlmded 1873 cmmmtomimens

23 November 2000
My Tore Andre Flo
Richmond House

.......

Dear Tore,
Further to discussions, L coatitm that Rangers Football Club will arrange net payments into a
fund under the Club’s Employee Benefit Trust for your henetit as follows:- - :

10 November 2000 E450,000
30 November 2001 £700,000
30 November 2002 £700,000
20 November 2003 £300.000
30 Nuvember 2004 ‘ ESG’0.0UO '

Each of these. amounts will paid inta the Trust on fire due dates on cnndztmn zhat vou havc been
registered with the Club on tie due dates. except (hat £200.000 of the sums due in-each of 2001
and 2002 are unconditional. The total fundy including investment coturns will beconie pavable b0
y{ju :mmedzate{y after-31 May 2005 or 'earhca dnte al {mmmancn of your contrac:- .

The L[ub is takmg appropriare pmtcssrnmiﬁ:gal adwt,e 1 1ela£mn ta, the documematwn
concerning these paymeins, However, §¢on copdtrm that the payments are nét ocntractuai being
not refated to your pmposed eontract ot LﬂTle,‘l}fl“ﬂ'n[ with the Club nor represent an: Jnducement ,

10 ental a New Contract w:th the ¢ Iub _ _ S :

The Club indemnifies you ‘mamst any lrabllz[v teiuding the UK and Norway fo-income tax
on amounts recsivablé by vou under the arrangemens subject 10 you advising any\imovemant
of funds to enable the Club to offer approprinte advice lo limit any axpcsure tmder this -
mdcmmty such adwcc 1ot to be umeasouabiv rejecied, : o

The zevms,of this keter are and mast cemain stricziy confidential
, _ \ e

i .
Yours ffnccrefy‘

ar ser\i‘lcae 1870 800 IS?E ’!‘Indmu; o870 BD?‘ am. Hoapl.n!!nr 0870 800 {9a4- Cpme:eul 0800 £70 1888 Rettl.UMa.il Orcla.tim{l 531867
) " FACSIMILE: 0141 500 8680 WEASIYE: wws .
REGISTERED OFFICE: JBROXS‘I:I.DHI'M 160 FOAMIET N hnnm I l(ﬁmnt:‘rg-e:? fﬁn“k Bamiatrmedn A bne ceema
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MURRAY GROUP - RANGERS FOOTBALL CLUB (“the Club™)

DISCOUNTED OPTION SCHEME

OPINION

This scheme was undertaken for three players at the Club. The question is whether the
Club should fight a tax appeal on the basis that the scheme worked or accept PAYE

liability.

Although there is a substantial file, it contains very little material really relevant to the
issues. The scheme was carried out in a way which suggests that arguing the case would
be an uphil! task. However, the deciding factor in favour of settling the matter is the
existence of side letters in two instances demonstrating that there was a true intention of
putting cash into the hands of the players as part of their remuneration package. It does
not help either that the existence of these letters has been denied or not tevealed by the

Club.

In this state of affairs, it would be sensible to seek a settlenent. This appears to be

HMRC’s wish. I would strongly recommend this course. '

ANDREW THORNHILY, QC
Pump Court Tax Chambers

16 Bedford Row

London WCIR 4EF

03 March 2011
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The Rangers Football Ciub pic PROPOSED SETTLEMENT BASED ON HMRC CALCULATION AND AMENDED PAYMENTS
Discounted Option Schema

Expanded calculation Year of Grossed-up at 40% Tolal Cumulative Int e Total

TAF taxable on date left club/RDE taxable on payment due date assessment Coniributions [100/60) Tax rate Income Tax Nl rate NIC Tax ANIC  Due Date Int rate 31/08/2011  Seitlement

[EMRG revised calewlation of Febouary 2071 - corrected as per notes) A g AxB [ AxC

Craig Moore 19%9/2000 150,000 250,080 40% 100,000 11.9% 29,750 129,750  19/0472000 £9.37% S0.013 0

Tore Andre Fio [SIKE0Z) 2002163 1,155,731 1926218 40% 770,487 11.3% 227,294 Q97,781 19/04/2003 47.34% 472323 1470104
' Ronald de Baer 2000401 278,365 460,603 40% 184,243 11.9% 54,892 239,055  19/04/2004 60.90% 145,578 384634

Ronaid de Baer 200402 278629 464,382 40% 185,753 11.9% 55 261 241014 15/0412002 53.82% 128,713 mwa”umw

Ronald de Baer 2001402 453,575 755,958 40% 302.383 11.8% 83,203 391586  15/04/2002 53.82% 210,750 602,336

2827 BOT
s

RO 1y 1 SNV~ NSRS % A

No Perviaes
L O8 wo [oud &ED | BRSIS |

D . \f_wv_s,

LATasiRFC DOS Seftierment Scenarios Page1of 1 Proposal
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Annex VIl - Correspondence between HMRC and
Rangers including Section 80 determinations



HMRevenue
& CUStO ms Local Compliance

Large & Camplex Businesses

Elgin House
20 Haymarket Yards
Edinburgh
EH12 SWN
Murray International Holdings Ltd _
9 Charlotte Square " Phone 0131 346 5541
Edinburgh 8.30am to 5.00pm Monday to Friday
EH2 4DR
For Attention Mr D Horne Company Secretary
Murray Group www,hmrc.gov.uk
Date 5 May 2011
Our ref 809/22710 20571/LBT1/KRM

Dear Mr Horne,

The Rangers Football Club Plc (RFC) — Discount Option Scheme/Value Shift Scheme
(DOS)

Following our brisf conversation after the Tribunal business yesterday | now enclose an offer
for signature by the officers of The Rangers Footbalt Club Plc.

Following receipt of the signed offer | will issue a letter of acceptance. The club then has 30
days to pay over the sum, ¢, £2.8m. If the sum Is not paid within 30 days of acceplance then
interest would accrue as set out in the offer document and the collector wouid pursue the

debt.

| agreed wilh Mr Mclintyre that as | saw no grounds for appeal, as lhe liability is agreed, |
would await developments regarding a potential takeover but as considerable time has now
past | cannot allow this to drift any more, Therefore, if | do not receive the signed offer by 16
May 2011 then | shalt institute formal proceedings to seek callection of all the Tax, NICs
interest and a penally for submission of the Incorrect forms P35 each year arising from the
use of the Discounted Opticn Scheme to remunerate the players involved.

I trust that the above is clear but if you or Mr Mclntyre wish to discuss this further please do
not hesitate to contact me. | will be away on business Monday and Tuesday 9 & 10 May bul

back in the office on Wednesday.
Yours faithfully

Keith McCurrach
H M Inspector of Taxes

Cc Mr D Mcintyre RFC Company Secretary

Information is available in large print, audio and Braille formats. g&'%;
Text Relay service prefix number — 18001 A

Business Unil Head: Brian Houston Settioment lelter.doc




TO THE COMMISSIONERS FOR HER MAJESTY'S REVENUE AND CUSTOMS

The duties on the stalement below are unpaid, wholly or in part, because of the fallure of the company
to meel all its obligations under the Taxes Acts with regard to payments to Ronald De-Boer and Tore
Andre Flo through the "Discounted Oplion Scheme®, belng a marketed PAYE avoidance scheme, On
the basis that no proceedings are laken against the company for those duties or for the penallies and

interest on them

The Rangers Foolball Club Plc.

of IBROX STADIUM 150 EDMISTON DRIVE GLASGOW G&1 2XD

offers the sum of £ 2,827,801.00

The sum of £ 2,827,801.00 wiil be paid within 20 days of the dale of your lefter accepling this offer.

if the full sum has nol been paid by that day, inlerest at the rate which applies for Section 86 Taxes

Management Act 1970 and which may be varied from time to time will atso be payable on any unpaid
balance from that day. This interes! will be payable without deduction of tax.

Statement of Duties

Year Nature of Duly Amount £
2002703 ingome Tax 770,487
2001/02 Income Tax 488,136
2000/01 Income Tax 184,243
2002103 Nationa! Insurance Contributions 227,294
2001102 Nationa) Insurance Contributions 144,464
2000/01 National Insurance Conlributions §4,812

Signed on behaif of the company

{Direclor) Dale

Company Secreiary Date

EM App 1 Letter 7




IN THE COURT OF SESSION

UNTO THE RIGHT HONOURABLE THE LORDS OF COUNCIL AND SESSION

INVENTORY OF PRODUCTIONS ON BEHALF OF THE RESPONDENT

71
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13
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717

7/8

7/9

7/10

THE PETITION OF
RANGERS FOOTBALL CLUB PLC

for

SUSPENSION AND INTERIM SUSPENSION

Letter from HM Inspector of Taxes to the Rangers Football Club PLC
(Redacted by Respondents) '

Notice of Regulation 80 Determination Year 2000/2001
Notice of Regulation 80 Determination Year 2001/2002
Notice of Regulation 80 Determination Year 2002/2003

Notice of Decision, National Insurance Contributions and Statutory
Payments, 20 May 2011, in respect of RDB (Redacted by

' Respondents)

Notice of Decision, National Insurance Contributions and Statutory
Payments, 20 May 2011, in respect of TAF (Redacted by
Respondents)

Application under section 128 of the Finance Act 2008 in the
Sheriffdom of Glasgow and Strathkelvin at Glasgow (Redacted by
Respondents)

Summary Warrant under section 128(6) of the Finance Act 2009 dated
1 August 2011

Charge for Payment of Money dated 10 August 2011

Execution of Charge dated 10 August 2011
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C o o . Edinburgh '
RS o _ - EH12 BWN
Fie Rangers Football Cluy PLC R )
ibrox Stadiym -~ I S .Phone 01319
150. Edniston Drive _ - v 8.30am to 5.00pm
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Ourref 809/48190 1288 1/1.BT1/§
—~ 'n%aar'Mr- Mcinlyre,

- The Rangers F@;@ﬂbai%@iah Pic {RFC) '
| Discounhied Option scheme (DOS) ~ Failure to operate PAYE 2000/01 to 2002108

. Dééision letter

. Eurihet o my lefters dated 23 February 2011 and 16 May.2011 1 have arranged for formal
- idstermifations under Regulafion 80 for tax and Section 8 Decisions for NiCs, hereafter
L talled assessments, to be Iscued to the company in respect of the fatlure fo operate PAYE in
fospect of the payments fo Tore Andre Flo aitd Ronald De-Boer.
DIl {have decided o make the asscsaments as it Is my view that he amounts réflected in the
. aasbesnients arise due to the deflberate failure or fraudulent behaviour of the company.

Tore Addre Flo .-
Iri a side-letter dated 23 November 2000 RFC agree to arrange net payments ihio a fund

. ... - undef the Club's Employse Benefit Trust for the benefit of Tore Andre Flo at specified dates.
" This letter is dated the same day that Flo signs his employment contract with RFC. £200,000
of the sums are unconditionat and tha rest is condifional upon Flo being a registered player

with RFC at the specifled dates.

| The relevant ambunfs referred o (i the letter arefu
+ 30 November 2000 £450,000 '
) 30 Novemper 2001 £700,000....

va” . UTtie letfer states “The total funds including, invesiment refurne will become payable:io yoll T
" imnediately after 21 WMay. 2005 or earlier date of termnation on your coniract.” :

X “N@% bay-'rﬁeﬂts" are net of PAYE so for asgessment purposés the amounis paid r;eed
| grassed up. The amounts paid were in stérling and were £41,450,000 this is addiilonal

"1+ yermuneration on fop of salary for the year.

information is avallable in large prﬁm,aud_ﬁa and Braille formais. %%%g
Texi Relay service prefix number — 18001 ' T A

‘Busiess Unit Head: Btian Houston R8¢ Detision Letter (2).dos



An additional £5733 was also paid to Flo. The side lsffer indicates that the proceeds of any (
investment returns will also be due to be paid to Flo and 1 assume that these are the
_investrent funds referred to. These will be chargeable on either Flo personaily, the Trust,
the companies holding the funds or the employer. | am préepared io ignore these for the

purposes of assessment but the Tribunal may wish to come to lis own conclusions as to the
treatment of this sum and increase the assessments on appeal. | .

On 30 August 2002 Flo was sold by RFC and fransferred to Sunderland FC. Flo received
another side agreement letter superseding the side-letter dated 23 November 2000 and so
only the above payments were made under the original agreement. Additional subseagquent
payments were' made through MGMRT in respect of Flo agreeing to release RFC from their
obligations under his existing contract. L : :

“Unider $202A(1) TA 1988 income tax shall be charged on the full amount of the emolumentis
received for the year... $202B(1) states that the time for S202A(1)(a) shall be found in
accotdance with (a) the time when payment is made of or on account of the emolumenis; oF
{b) the fime when a person becomes entited to payment of or on account of the
gémoluments; and be the earlier of these iimes.

Following the judgement in the First Tier Tribunal case of Aberdeen Asset Management Lid,
- involving a similar DOS scheme, the date that the “keys to the money box” were handed to
Flo was 7 October 2003 when the Trustees wrote to him to say that he had all the share
. .c;apiial in the vehicle companies. That would mean assessment for 2003/04, 202B(1)(a) on

receipt. ~ _

Hi_jﬁngc__e:ver, the side agreement letter sets out that the funds will become payable immediately
to Flo on termination of his coniract. As Flo becomes entitied to payment on 30 August 2002
the year of assessment is 2002/03, 202(B)(1)(b) applies.

" Since, en'tE_tIémen‘t arises at the earfier date, the date of {ermination, the assessable amount -
should be the £1.15m grossed up at the rate applicable for the year and that will be 40%. ‘
. This gives an assessable pay figure of £1,916,666 for 2002/03.

Ronald De Boer . ' N '

" De Boer was given a side-letter dated 30 August 2000, the same day that he sighed his
playing contraci, setting out that the employer would arrange net payments of 1m Guilders o
him every 6 months, a total of 8 payments from 1 January o 31 May 2004 were prormisad.
The technical arguments for the paymenis to Fio apply equally to the De-Boer payments.

The side letter states *| confirm that the club is prepared to armange net payments to you
every six months....” :

. Hewas enﬁp!oyed from 30 August 2000 to 23 August 2004 and so all of the payments set
out were made. The currency changed from Guilders to Euro on 1 January 2001 but this is
not considered relevant beyond the exchange rate to be used. The first 4 payments were

L through the Rangers EBT but De Boer received the final 4 payments set out in the side lelter

through the MGMRT from Feb 2003.

In a letter dated 14 January 2002 Douglas Odam (RFC) sets out that £€453,780 is equivalent
to NLG 1million. This exchange rate has been taken for the calculations arid converted {o
starling. £280,076 equals €453,780. Exchange rates used for the sarlier paymeanis are
averaged approximations rather than spot rates for ihe day.

The schedule of dates for payments is:- _
Grossed-Up  Year

1 January 20071 2000/01 NLG 1 million = £276,365 £460,808 2000/01
31 May 2601 2001/02 NLG 1 million = £278,620 £464,381 2001/02
1 January 2002 2001/02 NLG 1 million = £282,422  £470,703 200102

Itivlay 20072 : 2002/03 €453780 = £280,076 £468,793 2002/03

2



{ January 2003 2002103 Replaced by MGNIRT payments of €453,780

As De-Boer was an amployes vfuhen the payments were made then all the payments made \
wouleg be grossed up and chargeable at the higher rate. o

. The ?rgdmenté aﬁout.'dé!iberatéor fraudulent behavicur in the case of Flo apply equally to
De-Boer. The side letiers provide the enilllemgnt and the emplayer was aware that the

paymenis ought to have been made under PAYE. It would appear that no prafessional

guitfance was taken on the position including the side agreements that gave tise io the.
paytents. . . LT : S o

Qperation of PAYE
Side agreements on their own : '
The employer paid the ermployees and deducted PAYE in accordance with the rules for

. “payrhents made under the contract that was registered with the SFA, the main contract, so i
- knew that PAYE was required o be operated. The employer also knew that the side-letier

payments should be subject to PAYE. Indeed there would be no other logical explanation to

" describe the payments as net in the agreement and then go on (o indemnify the employee

from anytax liability if that were not so.

L Underthe side agresmants the employer has given the employes an entitlernent that
-Grystallises at the dates set out. $2028 (1) {b) provides that the emoluments are ireated as
. received when the person becomes entitled fo the paymenis. The employer has then gone

- on to. meet that entitement by paying the funds fhrough the scheme arrangements. in faliing

to '\dédi.zct or remit ihe tax at the time of entitlernent the employer has deliberately failed in its

" obligations.

L Thélrefi"s_ no suggestion hers of 8 lack of care or an innogent mistake, this was a deliberate

o aﬁémpt'tc} reduce ite ouigoings and retain the amounis of tax elc. for ils own purposes.’

. Side agreements with the scheme |
. Alternatively, it could be viewed that in adding the side agreement to the scheme they have .
. . departed from the scheme or added t© it. Although | have not seen it 1 assume that the
- . professional advice given wili have been on the pasis that the scheme supplied was put into
* praciice without deviation, | understand that the schems is said to work o the basis that

. tere is a genuine possibility that optioris would be called up by the Trust and so the value of

© . the shares held by the employee would then be negligible. If the erployer had already given
" &'guarantes that the funds will be immediately payable, as they have, then the amployer
must be aware that the Trustees would not exercise the option proposed by the scheme. It
-, can therefore be seen as a sharn set of arrangements. ¥ the rustees had exercised their
~ oplidris then the employet would sl have been fiable to performance of the side

- agreements and find another way fo make the payments. I is Inconceivable that this would -

have happened as no one would have benefited.

R éééume fhat the employer took advice on the BOS and was, no doubt, fold thatthe -
payrnents would escape the PAYE as the arrangements were designed that way. The key

. eveni.being that.ihere.Wa_s..aﬂ_DptiQn,I,Q_d_i,_S_Q_C,J_U_Ut‘tj‘_;_a__vall_ue_; of cash held in the vehicle

 compsiny. | assume that the advice given was without the knowledge that side agreements

- had biesn provided to the employees.

_ -it‘wcbl,ifgi-.fherefore seam clear that there has been a dejiberate attempt o withheld the taxes
and NiICs that should have appsared on the relevant forms P35 each year and the faxes and
NIC$ that should then have been remitted. ' .

| in any event, by the employer giving the side agreement assurances the scheme has not
", been implemented as supplied, :

Nigs | | o
“The payrments into the apVs used represent eamings for each of the ernplovees and are
subject to Class 1 comtributions on the same basls as the PAYE fax

3
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Extended Time Limlis -

" Assessrnents for 2000/01 to 2_002{03 are out of normal assessing time limits now and 50 we

need to consider if there has been defiberaie behaviour on the part of the employer in
sibmitting an incorreet P35: Deliberate befigviour i described.at CHE3700 in HMRC

. guidance manuais as ‘deseiibing transactions i_naccuré'téiy orin & way to n}is_!ead". o

. Thaﬁend‘s’c'enbé of th;e;éidéntétief.égfeémehté for the éfﬁ_p!oyé‘éé involved was sp,édifié'alty_
. danied in Murray Group letter dated 7 Aprit 2006 shortly after theé enquiry into the schéme

cornmenced. This'was In response to a spacific request for any such documents. The side-’

- lelter agreement for Flo and De-Boer were provided later in June 2008 in connection with
HMRC enguirigs info the Murray Group Managemeni Remuneration Trust (MGMRT). The
. chemé and fact pattérn as presented could not be considered complete without the side-
". létters that wera the tiigger for the arrangements. The arrangements that were presented
. wirs a facade In front of the actual obligation fo pay the individuals as set out in the side-

lettérs. -

'Z'in finding these side-letters HMRC has made a discovery within the terms of Regulation 80
- of Income Tax {Pay As You Earn) Regulations 2003: 31 2003 Ne2682. Section 36(1) as

amended by FA89/5149 and Schedule 39 FA2008 provides tiie authority for determinations
outside the normal (6 year) ime limits, up to 20 years may be made where there has been a

toss of tax atiributable to deliberate conduch.

National Insurance contributions may be recovered by & decision under Section 8 of the
Soclal Security Contributions (Transfer of Functions) Act 1990, Similar time limits to the

Reg80 apply in Scofland.

The employer made a dbmnﬁitment to each employee i the side agreements that they

© would pay the agreed net amounts. In the case of Flo some of this was unconditional and

some conditional on him being an employee at the relevant dafes. Desplte statirig to the
conirary the paymerits are contractual and directly related to the employment.

. The ferms of the documeénts are clear and aie signed by the Finance Director. So the side

agreements in themselves operate as confractual entilements fo the emolumenis and the
vehicle used to meet that obligation is the DOS. o ,

lam curren‘tiy eon'siciering ihe penaity position in relation to the incorrect form P35 for the
years concerned and will write fo you in this regard in the near future. :

" Yours sinceraly,

3
H M Inspector of Taxes !
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Notes

- Generat

If you have & prbfessicmal adviser or agent you may
want to show them this notice, .

This notice contalns my formal decision. You will find
details of how the decision has been reached and
additional information in the accompanying letter.

Each person named in the notice 18 sent the
notice of decision.

Variation of decision

A declsion may be varied if the original is found to be
wrong. If a decigion is varied we will el you. If you
appeal against the decision but agree with a varied
decision please let me know.

- Payment

if you accept this decision please pay any
outstanding amount of National Insurance
contributions due from you using the
enclosed payslip.

if the decision is about statutory péyments pay any
putstanding amounts that the employee is enfitled 1o
as detalled in the decision.

DAAT{G)

Appeals

If you do not agree with this decision you may
appeal. If you appeated against the original decision
that has been varied then you cannot appeal against
the varied decision, That is because the original
appeal stilt stands,

If you want o appeal write within 30 days of the date
of this notice telling me why you think the decision is
wrong, | will consider what you say and tell you
whether | agree.

Each person named in the decision can appeal.

Vou can find further information in factsheet HMRC1.
The factsheet can ba found on our website at
wynw.hinie. gov.ukffacishestfimre1.pdf or

by phoning: '

. o the Employer Orderline on 08437 646 646 if you .

are an employer, of
o ihe Orderline on 0845 900 0404 i you afe not
-gan employer.

Inferest and penaities

Interest may be charged on National Insurance
contributions paid fate. You may also be
chargad penaities.

Penalties may be incurred for non-payment of any
statutory payments which are due.

[ you want more information about interest and/or
penalties contact the person who sent this notice -

o you.
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NMoiss

General

If you have a professional adviser or agent you may
want 1o show them this nolica.

This notice contains my formal decision. You will find
details of how the decision has been reached and
additionat mformaﬂon in the accompanying letter.

Bach pereon named in the notice is sent the
" npotice of decision.

Variation of daecision

A decision may be varied i the original is found to be
wrong. If a decision is varied we will teli you. If you
appeal against the decision but agree with a varied
decision please lat me know.

Payment

if you accept this decision please pay any
ouistanding amount of National Insurancs
contributions due from you using the
enciosed payslip.

If the decision is about statutory payments pay any
outstanding amounts that the employee Is entitied to
as detailad in the decision.

DAAL(C)

Appeals

If you do not agree with this decision you may
appeal. If you appealed against the original decision

~ that has been varied then you cannot appeal against

the varied decision. That is because the original
appeat siill stands.

If you want to appeal write within 30 days of the date
of this notice telling me why you think the degision is -
wrong. 1 will consider what you say and tell you )
whether | agree.

Fach person named in the decision can appeal.

You can find further information in factsheet HMRC1.
The Tfactsheet can be found on our website at
WWW.HIMS. gov. uk:’factsheeﬂhmm'i et or
by phoning: :
o the Employer Orderline on 08457 646 8486 if you
are an employer, or
o the Orderline on 0645 900 0404 if you are not
an empfoyer

Interest and penalties

interest may be charged on National Insurance
confributions paid late. You may also be
charged penalties.

Penatties rmay be incurred for nor-payment of any
statutory paymenis which are due.

If you want more information about interest and/or
penalhas contact the petson who sent this notice
fo you.
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AppHeatlon )
Under Section 128 of the Financd Act2008

of

: Officet of Revenug & CUstoms,
anit $ Insoivency, Egln Mouse, 20 Haymerket Yaicls,
EDINBURGH, EH12 BWT

Applicant

The Applicant craves the Court to grant SummaryWarrant, int accordance with Section 126 of tha Flnance
Act 2008 for the recovery of the sums paysbis under or by virtue of any enactment o under & copiract
cattiement fo tha Cemmissioners for Her Majesty's Revente and Cusioms entered on e Schedte
cansisiing of 1 page annexad and subseribed by the Applicant as refative fo this Application

Condescendenee

The several persons Wilse NaMes are antered on the Schedule are respactively due fo pey the s'ums
finclusiva of interast payabla under or by virtue of ahy efactment or under a contract setfernand) placed
apposiie to their respective names.

Plea-in-law

The sums enteredt on the Schedule baing payahle, warsnt for tha recovery of those sums should.be
granted as craved. [

Applicant

Carlificate

t, Antrew Gardner, Clficer of Revenue & Cusloms, [rekt Managament Edinburgh, heraby certify in
spcordance with the provistons of Saction 128 of the Finanga Act 2008:

a) fthat none of the persons specified In the Schedule to this Application has paid the sum payable
by hienfherfit; C. . .

hy  that an offber of Reveme and Cystoms-has demanded payment from each such person of the
surm payable by himfharf . : .

¢} that, the peried of fourteen days beginning with the day on which the darand
is made has expired without payment being made and

d)  (hatihe sum payable by eauh person is as spacified n the Schedute to iis Application.

ficer of Revenue & Cusioms

{96



(HMRevenue -
/ &Customs

Behedule Pogel of Schedule compylsing 1 Pages{o Applleation ‘Dated 2070711
Congec. Refarence ’ ame And Address Avmount Dus
Mimber Including 2my
. relevant Jntorest
582 62511 44427 The Rangets Footbell Clth Flo - INIBE4TIAS
i1 flreox Stedium . .
150 Edmiston [idve .
Glatgovt
G511 2HD
2

L —— T

/

THIS PACE 15 THE SCHEDULE REPERRED 0 MY FOREGORNG APPLICATION DATRD 230711

~OR

Applicant



w

, SUMMARY WARRANT UNDER SECTION 128() OF THE FINANGE AGT 2008 FOR THE
RECQVERY OF SUMS PAYABLE TO THE SOMMISSIONERS FOR HER $AJ ESTY'S
REVENUE AND CUSTOMS

(Place} é/gaﬁzﬂ/\) 5 {Date} l{ A/ldmﬁft Qatly

“The Sheriff having considered the appiication dated 28/07111 Qfficer of

Revenus & Gustorns, Enfoteament & insolvency, Eigin Kouse, 20 Haymaret Yaras, EDINBURGH EH12 WY
aong with gertiflcate prodused, grants a summery wareant atlthorising the recovery f the amaut payable

by each persen specified inthe appiication by il Tawil] execution. .

O X4

sheriff

C rarrprap # TRAE ot

Oprresit oF é&’f’ﬂ/@é&" & o igames

g /ﬁf/yé’rfs&' Zor

- owE,

RIS




+ CHARGE FOR PAYMENT GF MONEY
in the action.

FHicer of Revenue & Customs, Enfoxcement & Insolvency, Eigin House, 20 Haymarket Vards, EDINBURGH B2

agalnst
The Rangers Football Club Ple, orox Stadbam, 150 Bdmiston Diive, Glasgow, G51 2XD, DEBTOR{S)
To: The Rangers Footbsll Club Fle, 1brox Staditng, 150 Edniston Diive, Glasgew, Go1 2XD

On the First day of Angust, Two Thousand and Eleven years a8ummary Warrantagainst you was granted i the Sheriff Couzt ot Glasgow
for payment of & sum of money in the above action,

I, Stusnt Sinclalr, Sheriff Gificer, 15 Royal Exchenge Square, Glasgow by virtus of the Sunnnsry Warratt, in Her Majesty's Name and
awshority and n e name and authority of the Sheriff charge you to pay e tatal sum dile 88 set out below within fourtcen dayz atter the
date of this ¢harge to FIM Revenue & Customs, Tlebt Mansgement £ Banking, Enforcement & Insofvency, Elgin House, 21 Haywaket

 yards, Rdinburgh, BH12 SWT, (Reference: B15632/201 LARML (623/1044427).

1F you do not pay this sum within fourteen days you ara Habla to have fasther action taken sgainst you [ncluding arrestment in exceution
and the atiachament and action of articles belonging to you, ‘o mre alzo Habls tn ba lquidsted, If the same be compretent,

Tliis cherge {5 served on you today by me, by feaving 3t in the hands of Amanda Miller (P.A. to Cralg Whyte} and is witnessed by len
Yaung, 16 Rayal Bxchangs Square, Glasgow,

tec fhvn Tontlsday of August, 20E1,
¢
THES . F OFFICER

Principal Sum £ 3,01%64738

TOTAL £ 301864738

Less paid fo account or adjusted £ 0.00
£ 3,018,6473%

Expenses of Sheriff Officer

Charge Fee £ 48.30

Other outlays In connection

with servive of charge i 5.00

TOTAL 3UM DUE £ 3,018,696.49

If YOU AR NOT SURE WHAT TO BO YOU SHOULD CONSULT A SOLICITOR, CITIZENS' ADVICE BUREAY OR
OTHER LOGAL ADVICE CENTRE IMMEDIATELY. .

We are instocted in this action by Hid Revenue & Customs, Delt Management & Banking, Enfurcement & Insolvesey, Elzin House, 20
Haymarket Yards, Edinburgh, EEI2 5WT, Telephone No: 0131 346 5935, to vhomm ail paymenta and eomespondenca shevdd e directed
quating roference B1663ZA01 /RML (6231044427}

BI3874  SWACETAX_FHS.FRM CETAX{IMS)

LN T

SER/LOVE 0y
Emallsskeriffofficers@walkerlove.com Messangars-al Ay -
itels wurnvralkerlove.com K PONETORDFEOFR

19
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OF (8]

PON the Tenth day of August, in the year Two Thousand and Bleven at 10:31 am, §, Stuart Sinelair,
SHERIFF OFFICER, 16 Royal Exchange Square, Glasgow, by virue of 2 Summaty ‘Warrant, granted
at Glasgow on the First day of August, Two Thousand and Fleven yeass in the action,
Officer of Revenue & Customs, Bnforcement & Insolvency, Blgin House, 20 Haymarlet Yards,
EDINBURGH BE12 5WT, APPLICANT, agninst The Rangers Football Club Elo, Throx Stadium, 150
Edmiston Drive, Glasgow, 51 2XD, DRBTOR(S), passed, and in Her Majesty'snawne and awtharity aad
in name and authority of the Sherift lawfully charged the sald The Rangers Football Club Pls,
NEBTOR(S), to make payment of the within mentionet sum or sES of money and sxpenses, and that
to TN Revenue & Costoms, Debt Management & Banking, Raforcement & Insolvency, Bigin House,
29 Haymarket Vards, Bdinburgh, BHI2 5WT, within fourteen days after the date of this chargs under

the pains therein expressed.

"This 1 did by leaving a fult copy of the Schedule of Charge heretd attached, Ina sealed envelops, forthe
said Debtors in their place of business at Throx Stadinm, 150 Edmiston Diive, Glasgow, G512KD, inthe
hande of Amanda Milfer (F.A. t0 Cralg Whyte), an employee therein, and that dirested for their useand
behoof, in presestee of Ian Young, 16 Royst Bxcliangs Square, Glasgow, WITNESE, hercto with me

subscribing.

£ {8 e
8 F OFFICER

yaf Bxchange Square
Qiasgow
Gt 3AB
0141 248 8224

§53624  SWATANCHG LPBRERM EX TAX CHO (LPBF)

]

WET

" WALKER/LOVE 0y
Emeilt sherffofficers@nialkerioweooin ES{}["S Feriff Officers s

Mesgengersri !‘—N:%‘
Web: wewwalkerigye.com [AVETOR FADEORIS
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IN THE COURT OF SESSION

UNTO THE RIGHT HONOURABLE THE
LORDS OF COUNCIL AND SESSION

INVENTORY OF PRODUCTIONS ON
BEHALF OF THE RESPONDENT

THE PETITION OF

RANGERS FOOTBALL CLUB PLC

for
SUSPENSION
AND

INTERIM SUSPENSION

2011

OFFICE OF THE ADVOCATE GENERAL
ROOM GG-76

VICTORIA QUAY

EDINBURGH



tax justice
network

Annex VIII - Rangers shareholders’ circular



If you have sold or otherwise transferred all of your shares in The Rangers Football Club
P.L.C., please forward this document as soon as possible to the purchaser or transferee, or to
the stockbroker, bank or other agent through whom the sale or transfer was effected, for
delivery to the purchaser or transferee. If you have sold or otherwise transferred only part of
your holding in The Rangers Football Club P.L.C., you should retain this document.

The Rangers FC Group Limited
(formerly known as Wavetower Limited)

(Incorporated in England with registered number 07380537)

Circular to the shareholders of
The Rangers Football Club P.L.C.

providing

Information on The Rangers FC Group Limited and
its acquisition of 92,842,388 ordinary shares of 10 pence each
in The Rangers Football Club P.L.C.




Part |

Part Il

Part 111

Part IV

Contents

Letter from Craig Whyte, Chairman of The Rangers FC Group Limited

Statement by the Independent Board Committee of The Rangers Football
Club P.L.C. made on 6 May 2011

Summary of the material terms of the Acquisition

Additional Information

Page
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Letter from Craig Whyte, Chairman of The Rangers FC Group Limited

Directors The Rangers FC Group Limited
4 Bedford Row
Craig Thomas Whyte, Chairman London WC1R 4DF

Philip John Betts, Director
Andrew Charles Peter Ellis, Director

3 June 2011

Dear Shareholder of The Rangers Football Club P.L.C. (the “Club”)

Following the announcement made by The Rangers FC Group Limited (“The Rangers FC Group”) on
6 May 2011, in relation to its acquisition of 92,842,388 ordinary shares of 10 pence each,
representing approximately 85.3 per cent. of the Club’s issued share capital (the “Acquisition”), and
the subsequent announcement made on 13 May 2011, | am delighted to write to you setting out
information in relation to The Rangers FC Group, the Acquisition and certain other information
required pursuant to The Takeover Code, including plans for the Club going forward.

The Rangers FC Group

The Rangers FC Group was incorporated on 17 September 2010 under the name of Wavetower
Limited for the purpose of the Acquisition. On 12 May 2011, Wavetower Limited changed its name to
The Rangers FC Group Limited. The directors of The Rangers FC Group are Phil Betts, Andrew Ellis
and me. Pursuant to the Acquisition, Phil Betts and | have been appointed as directors of the Club.
Further details regarding Phil Betts, Andrew Ellis and me are set out in Part IV of this document.

The Rangers FC Group is wholly owned by Liberty Capital Limited (“Liberty”), a company
incorporated in the British Virgin Islands. Liberty is wholly owned by me. The Rangers FC Group has
not traded since incorporation other than in connection with the Acquisition and has not produced
audited financial information. The Rangers FC Group has called up share capital of £1.

The Rangers FC Group acquired its shares in the Club from Murray MHL Limited (the “Vendor”) on 6
May 2011.

The Acquisition

The Acquisition occurred on 6 May 2011 and was announced by The Rangers FC Group and the

Club on that date. The consideration for the Acquisition was £1, satisfied in full in cash.

The principal terms of the Acquisition are set out in the sale and purchase agreement entered in to
between The Rangers FC Group, Liberty and the Vendor (the “Agreement”). Under the terms of the
Agreement, The Rangers FC Group has made various undertakings in relation to the Club.

A summary of the material terms of the Agreement are set out in Part lll of this document.



Dispensation from obligations under Rule 9 of the Takeover Code to make a general offer in cash

Under Rule 9 of the Takeover Code, if any person acquires an interest in shares which, when taken
together with shares in which he and persons acting in concert with him are already interested, carry
30 per cent. or more of the voting rights of a company which is subject to the Code, that person is
normally required to make a general offer in cash to all shareholders in the company at the highest
price paid by him, or any person acting in concert with him, for an interest in such shares within the
preceding 12 months.

As announced on 6 May 2011 and with the consent of the Independent Board Committee of the Club
and as a consequence of the consideration for the Acquisition being £1, the Takeover Panel has
granted The Rangers FC Group a dispensation from making an offer as would otherwise be required.

Future Plans

As required by the Takeover Panel, where The Rangers FC Group makes any statement regarding
any course of action it intends to take, such statement will be considered to apply for a period of 12
months from the date of this document. It is The Rangers FC Group’s intention to:

e continue to run the Club as a football club from Ibrox Stadium in Glasgow. It is anticipated that
there will be no likely repercussions on employment and the locations of the Club’s place of
business, nor is it the intention of The Rangers FC Group to redeploy any of the fixed assets of
the Club;

e not make any changes in respect of the continued employment of the employees and
management of the Club and of its subsidiaries, including material change in their terms of

employment; and

e maintain the Club’s listing on PLUS Markets for at least a year from the date of the Acquisition.

As a keen Rangers supporter | look forward to helping the Club secure its future as a leading force in
Scottish and European football.

Yours sincerely

Craig Whyte
Chairman



Part i

The following is the full text of a statement made by the Independent Board
Committee of The Rangers Football Club P.L.C. on 6 May 2011

“Further to today's statement from Wavetower Limited (“the acquirer’), the Independent Board
Committee of The Rangers Football Club P.L.C. (“the Club”), comprising Alastair Johnston, Martin
Bain, John Greig, John McClelland and Donald Mclintyre (“IBC”) would like to make the following
statement:

In recent weeks the IBC has been engaged with the acquirer and has secured an enhanced financial
commitment from Wavetower for future investment into the Club. The decision on the sale and
purchase of the majority shareholding in the Club firmly and ultimately rests between Murray MHL
Limited (“MHL”) and Lloyds Banking Group (“LBG”).

Although the IBC has no power to block the transaction, following its enquiries, the IBC and
Wavetower have differing views on the future revenue generation and cash requirements of the Club
and the IBC is concerned about a lack of clarity on how future cash requirements would be met,
particularly any liability arising from the outstanding HMRC case.

Wavetower is purchasing MHL's 85% shareholding in the Club for £1 and the Club's indebtedness
with LBG is to be assigned to Wavetower. This share transaction would ordinarily trigger a
requirement on Wavetower under Rule 9 of The Takeover Code for a mandatory offer to be made to
the other shareholders. Given this transaction structure and following discussions with the Takeover
Panel, the IBC considers there to be no purpose in the acquirer making such an offer to acquire all
other shareholdings at effectively nil value per share. Accordingly the IBC has agreed that the offer
period for the Club will now end.

In agreeing that no offer should be made to all shareholders the IBC has insisted that the acquirer
issues a document to all shareholders setting out the full terms of the transaction, comprehensive
details on the acquirer and the sources of its funding and giving firm commitments to agreed future
investment in the Club.

The IBC is committed to ensure that the transaction and future investment and funding proposals
should be transparent to all the shareholders and supporters of the Club.

The Directors of The Rangers Football Club P.L.C. accept responsibility for this announcement.”



(@)

(b)

(c)

(d)

(e)

()

(9)

(h)

Part lll

Summary of material terms of the Acquisition

The Agreement, together with a separate side letter between The Rangers FC Group and the
Club, contains a number of undertakings in relation to The Rangers FC Group's commitment
to the Club and these are expressed to be enforceable by both the Club and the Vendor. The
principal undertakings may be summarised as follows:

if the Club has not suffered an insolvency event within 90 days of the Club's appeal in relation
to the tax claim brought against the Club by HM Revenue & Customs (the "Tax Case") being
finally determined, then The Rangers FC Group will either waive the debt that it has acquired
or convert it into equity by way of an issue of new voting ordinary shares in the Club. The
acquisition of the debt by The Rangers FC Group is described further at paragraph 2 below.
However, The Rangers FC Group has separately undertaken to the Club that it will waive the
debt that it has acquired and not exercise its option to convert it into equity as provided for in
the Agreement;

The Rangers FC Group has undertaken to provide £5,000,000 for investment in the playing
squad;

The Rangers FC Group has stated its intention to invest, or procure an investment of, £20
million by 2016 for investment in the playing squad. If, as part of any player acquisition, the
Club agrees to make a transfer payment in a future year before 2016, The Rangers FC Group
will be obliged to invest cash to cover such transfer payment, up to £5 million per year; such
amounts coming out of the £20 million investment that The Rangers FC Group has stated its
intention to invest;

The Rangers FC Group has undertaken to provide or procure the provision of up to
£5,000,000 of additional working capital facilities to the Club;

The Rangers FC Group is to contribute to the Club the amount required to meet a liability
owed by the Club to HM Revenue & Customs in relation to a discounted option scheme tax;

The Rangers FC Group is to provide £1.7 million to the Club to fund capital expenditure in
relation to improving kitchen and public address equipment at the stadium and meeting other
necessary or reasonable capital expenditure required in the ordinary course;

The Rangers FC Group undertakes that, until the debt has been waived, the Club will not be
required to lend money to The Rangers FC Group or grant security in respect of The Rangers
FC Group's borrowings unless the borrowing (and the granting of the security in relation to it)
is principally for the Club's benefit; and

a breach of any of the undertakings given by The Rangers FC Group in the Agreement will
result in the debt acquired being automatically extinguished. The terms on which the debt
would be extinguished are to be agreed by the parties at the relevant time.

Until such time as the debt acquired by The Rangers FC Group is either waived or converted
into equity, if the Club suffers an insolvency event or is unable to pay its debts as they fall, the
debt acquired by The Rangers FC Group shall be deemed to be increased by an amount
equal to the amounts contributed by The Rangers FC Group as set out in paragraphs 1 (b),
(e) and (f) above.



Part IV

Additional Information

Responsibility statement

The directors of The Rangers FC Group, whose names appear on page 3, accept responsibility for all
information contained in this document except for the information set out in Part Ill. To the best of the
knowledge and belief of the directors of The Rangers FC Group (who have taken all reasonable care
to ensure that such is the case), the information contained in this document for which they accept
responsibility is in accordance with the facts and does not omit anything likely to affect the import of
such information.

Further disclosure pursuant to The Takeover Code

Craig Whyte, aged 40, is a Scottish entrepreneur and investor born in Motherwell. He built his career
on his expertise as a turnaround specialist financing and managing established businesses
experiencing cashflow difficulties. He is founder and chief executive of Liberty Capital Limited, which
currently has investments across several market sectors including technology, financial services,
ticketing and commodities trading, with operations in the UK, the Netherlands, Switzerland and
France. He also holds interests in a large number of other companies specialising in areas such as
finance, corporate recovery, investment and stockbroking.

Phil Betts, aged 48, has over 30 years' experience in the banking and finance industry with particular
expertise in asset finance. He started his career with Midland Bank before moving to Royscot Trust
Plc as a hire purchase and leasing specialist, arranging funding facilities for SMEs across a number of
different industries. Phil then moved to Fraser Russell chartered accountants (now Baker Tilly) as
their in-house asset finance specialist advising clients on fixed asset purchases and suitable funding
mechanisms. In 2005, Phil formed Primary Asset Finance LLP, which specialises in refinancing and
restructuring companies, and has helped many businesses to raise funding and worked closely with
them to support their turnaround.

Andrew Ellis, aged 44, has significant experience at director level at professional football clubs,
having been a board member at Queens Park Rangers and Northampton Town. Andrew’s area of
expertise is UK residential and commercial property. In 1987 he founded a Knightsbridge-based
property company which he continues to run today. He also acts as a consultant to high net worth
individuals on domestic and overseas property developments.

No other person is acting in concert with The Rangers FC Group.

There are no irrevocable commitments or letters of intent which The Rangers FC Group or any person
acting in concert with The Rangers FC Group has procured in relation to the relevant securities of the
Club.

There are no agreements, arrangements or understandings (including compensation arrangements)
in existence between The Rangers FC Group or any person acting in concert with it and any of the
directors, recent directors, shareholders or recent shareholders of the Club, or any person interested
or recently interested in shares of the Club, having any connection with or dependence upon the
Acquisition.



No agreement, arrangement or understanding exists whereby the legal or beneficial ownership of any
of the shares in the Club acquired by The Rangers FC Group from the Vendor will be transferred to
any other person.

The emoluments of the directors of The Rangers FC Group will not be affected by the Acquisition or
by any other associated transaction.

Documents Available for Inspection

Copies of the following documents will be available for inspection for a period of one month from the
date of this document at (i) the The Rangers FC Group's registered office at 4 Bedford Row, London
WC1R 4DF during normal business hours on any weekday (excluding Saturdays, Sundays and public
holidays) and (ii) on the Club’s website at www.rangers.co.uk:

(a) a copy of this document; and

(b) the Memorandum and Articles of Association of The Rangers FC Group.

3 June 2011

A
NP0611.275 8 NORTHPOINT
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Annex IX Rangers correspondence on the payments
of the tax liability



Qur ref: DG/MFB/CR/PIEO22/1189915
Your ref: 805/48190 12881/LBT1/KRM
Strictly Private and Confidential

Mr K McCurrach
HM Revenue & Customs

BusiNESS
CONSULTING

43 - 45 Partman Square
London W1H &6LY

t +44 ()20 7487 7240
f +44 (0)20 7487 7297

www.mer.uk.com

When telephoning please ask for:
David Grier

Local Compliance geg-nr.i'z:‘l@: mcr. k.com
Large & Complex Businesses '

Elgin House o,
20 Haymarket Yards

Edinburgh

EH12 5WN

6 June 2011

Dear Mr McCurrach

The Rangers Footbhall Club Pic ("the Club™)
HMRC Ref: 809/48190 12881 /1 BT1/KRM

1.

1.1

1.2

2.

2.1

2.2

2.3

MCR offices: Landen « Manchester « Birmingham

Fariners: Sarah Bell, Matthew Bond, Geefirey Bouchier, Stephen Clancy, Faul Clark, Philip Duffy, Jason Godefroy, David Oner, Steven Muncasler,
Andrew Stoneman, Davd Whitshouss, John Whitfield, Paul Williams

Introduction

I write further to your letter of 20 May 2011 and our subsequent meeting at the Club
on 31 May 2011 in order to provide an interim update and proposal in respect of the
Club’s PAYE liability for 2000/01 to 2002/03 (as detailed in your letter of 31 May
2011) (“the Liability™).

In formulating this update, we have had discussions with the Club’s management and
the new owners and have reviewed the following areas:

—  statutory accounts for the two years ended 31 June 2010;
— management accounts for the 10 months ended 30 April 2011; and
- the Club’s short term cash flow forecast for the 13 weeks ended 26 August 2011.

Background and recent developments

As discussed during our meeting and recent telephone conversations, following the
recent takeover of the Club’s ultimate new owners, Liberty Capital Limited ("Liberty”)
on 6 May 2011, we were engaged by Liberty to assist it in reviewing various aspects
of the Club’s current financial position.

As pait of our remit, we have conducted a review of the Club’s projected short term
cash flow and working capital position over the next 13 weeks and have been
requested by the Club to liaise with HM Revenue & Customs ("HMRC"} on its behalf,

From our initial review and findings, whilst the takeover of the Club has stabilised its
position somewhat given the previous concerns and potential actions of Lloyds
Banking Group (who have now been largely repaid by the new owner), the Club no

ABTR

AFFILIATE



paddy_000
This confirms that the Determinations of 20th May were received before the 6th of June demolishing any case for a late appeal (see e mail 4 Oct from Saffry. It also shows that Rangers were acting on them from that date in terms of trying to get am extension to pay. This came in HMRC wanting payments in full in August but not until after 30th June which made it an overdue payable at that dateunder Article 66.
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longer has the benefit of a working capital facility and any funding requirements in
excess of the Club’s revenue streams is in effect a requirement against Liberty.

Whilst the work that we and Liberty’s other advisors are conducting continues, the
Club and its owners are extremely mindful of the position of HMRC and its
requirement to see progress and a formal repayment profile relating to the Liability.

We are in the process of liaising with the Club’s finance team to understand and
assess the Club’s projected trading performance over the next 24 — 36 months. In
the meantime, this update letter is to formalise the Club’s proposal in respect of an
interim payment on account of the Liability whilst a longer term repayment proposal
is formulated.

Recent trading results

The Club’s recent trading results are summarised below:

The key points to note include the following:

PROFIT & LOSS ACCOUNT OVERVIEW Year ended Year ended 10 months ended
30/06/2009 30/06/2010 30/04 /2011
STATUTORY STATUTORY MANAGEMENT
£'000 £'000 £'000
Turnovar 39.704 56,287 53,649
Net operating expenses {48,231} {43,856) (38,149}
Trading profit / (loss) {8,527} 12,431 15,500
{21.5%) 22% 299
Anortisation of players {8,798) {7,339) (6,774}
Operating profit / (loss) {17,325) 5,092 8,726
{43.6%) 9.0 % 16.3 %
Exceptional tems 5,592 512 2,138
Profit / {loss) before interest and tax {11,733) 5,604 10,864
Interest payablke (2,352) {1,395) (1,953}
Profit f (loss) before Eax (14,085) 4,209 8,911
Taxation 1,434 ¢ d
Profit after tax (12,651) 4,209 89011

The Club has achieved net profitability in the current and previous financial
years predominantly on the basis of its participation in the UEFA Champions

League competition,

Whilst the Club won the Scottish Premier League in May 2011, its entry and
ultimate participation in the competition in the forthcoming 2011/12 season
is not confirmed, with two qualifying games and two play off games to occur

in July / August 2011,
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- Gains and losses on player trading and the associated cash impact of same
are impossible to project but, as can be seen in the above overview, these
items have a significant impact on the overall profitability and cash
generation of the Club (see exceptional items).

Short term cash flow forecast / payment on account

A full review is currently being undertaken by the new owners to ensure that
maximum profitability and, ultimately, cash are driven out of the business to enable it
to deal with its legacy creditor issues, including HMRC, as far as possible.

As noted above, a formal set of longer term forecasts which reflect the Club's
restructured balance sheet and prospects for next season (potential UEFA Champions
League competition) are not yet available but are currently being formulated.

In the meantime, we attach for your information and review the Club's short term
cash flow forecast for the 13 weeks to 26 August 2011, As you will see, during this
period the Club has a working capital requirement in excess of its current facilities
which peaks at c£4m at the end of the above period.

The Club’s only means of funding this requirement is on the basis that it receives
sufficient financial support from its shareholders. As discussed, additional funding in
excess of this requirement, towards a payment on account for the Liability that we
have recently discussed will also therefore need to be provided by the Club’s
shareholders.

As noted above, the Club and its owners are conscious of the position of HMRC and
its requirement to see a plan to have the Liability settled. Therefore, whilst our work
with the Club’s finance team to assess the longer term projections of the Club is
finalised, the Club proposes to remit an initial payment on account of £200,000,
payable to HMRC in respect of the Liability. This payment will be funded by the
Club's sharehclders.

The Club also propases to revert to you by 17 June 2011 with a formal proposal in
respect of the balance of the Liability once the longer term financial forecasts have
been prepared.

We should be grateful if you would confirm whether this proposal is acceptable to
you by return. Should you wish to discuss any aspect of this proposal, please do not
hesitate to contact us. We look forward to hearing from you.

Kind regards

Yours sincerely

Mgl

¥ David Grier

Partner

MCR Business Consulting

Enc.



Forecast week ending

Bank Opening Balance

Inflows
UEFA & SPL distributions
Season ticket renewals
Sponsorships
Trade receipts
Matchday takings
Historic player sales
Receipts from Wavetower re CAPEX (Net of VAT}
Hospitality Ranewals
Fast food bar profit

Outflows
PAYE
Net payroll & player lnans
Trade payments
Niklca Jelavic transfer
Other Payments inc DD's
Ticketus payments
Eszential CAPEX.
Historic player acquisitions
Agents' fees
VAT
Dther player payments
Intarast
Fast food takings to catering Co

Net cash flow

Bank Ciasing Balance

RANGERS FOOTBALL CLUB PLC
DRAFT CASH FLOW FORECAST TO 26 AUGUST 2011

3-Jun 10-Jun 17-Jun 24-Jun 1-Jul 8-Jul 15-Jul 22-1ul 29-Jul 5-Aug 12-Aug 19-Aug  26-Aug
Actual Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
£000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £9000 £'000

2,255 2,383 (2,349} 2,619 333 253 1,209 911 (690 (1,005) (1,641) (1,932) (2.618)
0 0 5,344 ) ] D 0 0 0 0 0 0 o
1,466 60 Fis) 60 1,280 29 18 0 1.280 24 24 24 24
v i} o) )] 600 ann Q ) o) 300 0 | ol

g %0 259 90 90 9O 0 90 90 50 %0 90 %0
15 a o) I} 0 150 100 200 200 100 200 200 100

o o ) o 0 0 421 ) ) 0 0 605 0

35 0 1] 1] 247 0 a o] 628 1] q 13 13

O 1] 0 1] EVE] n] 4] 3] ] 0 a ] ul

o 0 ) 0 a 0 o 15 ) 15 15 15 15
1,606 150 5673 150 2,540 1,169 628 335 2,198 529 328 o247 242
{1,052} il 0 {1,874} [} a o] 1,751y 1} 0 s {1,141 Jul
0 (785) ] (420)  (1,085) 0 {135) 0 (1,038} ] 0 0 (L000

0 {615) (800} (100} (500) (100) {700} (100} (500} (100} {600} (100) (660}

a] {2,150} 0 0 o] u] 2] 0 0 0 0 ] 3]
(2043 {178) (105) {32) (287) (113 {20} (45} (2 (190} {2 (23 20
il {978) a 0 o] 1] o] 1] ] Q i o f
(423 0 0 o (296) o 0 0 {753} 0 ) (16) (16)
0 n 1) 0 Iv] 0 1] 0 0 (875} a 1] 0

] {37 0 a o) 0 73] v} 1] 1] il (357 0

D 33 0 0 (202) o 0 0 {202) 0 ) ¢ 0

1] 1] 1] 0 {250} 0 u] 0 1] L] 0 0 i

1] [144) 1} 1} i) 0 Ja] n] 1] 1] il ] 0
(120} 0 D 0 o 0 ) 0 0 0 0 q 0

{1,478} (4,832) {705} (2,436) (2,620) (213) {927} {1,936) (2,513) (1,165} {620} {1,6332) (1,656)
128  (4,732) 4,963  (2,286) (80) 956 (298) (1,601) (315) (6536) (291) (686) (1,454)

2,383 (2,349} 2,619 333 253 1,209 911 {690) {1,005) (1,641) (1,832 (2,618 4,072
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HM Revenue
& Customs

David Grier

Partner @ MCR

43-45 Portman Square
LONDON

W1H 6LY

(by e-mail)

Date 15" August 2011
Our ref 623 /1044427
Your ref

Dear David

YOUR CLIENT: RFC

Thank you for your e-mail dated 12" August in respect of your above named client.

| can confirm that the proposed offer of payment is not acceptable to HMRC., The reasons

why are as follows:

» The offer {0 pay over 3 years is too long
+ The offer contains too many components which appear speculative in their nature
s | require sight of latest cashflow

+« There is no scope to agree a reduction to previously applied charges and interest.
Equally, there is no scope fo suspend interest.

Debt Management
Enforcement & [nsolvency
Durrington Bridge House
Barrington Road

Worthing

West Sussex BN12 4SE

Tel 01903 701016
Monday to Friday 8:00 to 17:00 i

Fax 01903 701401

www.hmre.gov.uk

DX 90957 Worthing 3

Information is available in large print, audio tape and Braille formats.

Type Talk service prefix number — 18001

Deputy Head: Paul Gilhooley
110815_rfc
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o In The Rangers FC Group Limited, circulation to shareholdets, Part Ill containing a
summary of material terms of the acquisition, the following is noted:

- in section (d) it is claimed that, “The Rangers FC Group has undertaken to
provide or procure the provision of up to £5,000,000 of additional working
capital facilities to the club”

- and in section (e), “The Rangers FC Group is to contribute to the Ciub the
amount required to meet a liability owed by the Club to (HMRC) in relation
to the discounted option scheme tax”

| require evidence why the main sharehclder is not able to honour the statements
made to all sharsholders as well as wider statements in the press about his
wealth and his desire to secure the football future of Rangers Football Club.
Sitting against this issue is continued expense on football matters (player
acquisition and wage increases) to the detriment of HMRC and the current debt.

With regards to a conditional payment of £250,000, this will not be acceptable to HMRC. All
payments will be accepted on a without prejudice basis. Given that the Club have agreed
the liability is in fact due, and the interest is accruing on a daily basis, it is in the Club's best
interest to make immediate payment. Can you confirm why the Club have not provided
HMRC with two irrevocable mandates which will allow receipt of monies from the Scottish
Premier League and Blackpoal FC for example as initial and immediate payment to the
arrear?

There remain serious concerns that The Club are not doing enough to make payment of the
arrear to HMRC and | look forward to developing this matter further when we meet with a
Director of the Club on the 22™ of August.

Lastly, | note that there is an intention to discuss the penalty with my colleague Mr
McCurrach.

| look forward to hearing from you at the earliest opportunity. [f the current situation persists,
HMRC will give consideration to enforcement for non payment.

Yours Sincersly

Paul Gilhooley
Head of Enforcement & Insolvency Service




From: Ken Olverman

Date: 30 June 2011 at 15:47

Subject: Overdue Employee Payable/UEFA Return
To: Craig Whyte

Cc: Claire Rinkes

Craig,
The withheld contractual amounts due to Martin and Donald at June will require to
be disclosed on the UEFA June return, they will be explained as being withheld

due to the employee’s suspension. Would not expect any issues from UEFA.

The 2.8m EBT proposed settlement also requires to be disclosed but is shown as
a status of postponed (awaiting scheduling of payments).

I have asked Claire for the figures on MB/DCM.
SFA have seen the draft numbers relating to Player Transfers which are all clean
and consistent with the accounting records. Jelavic transfer has been treated per

the agreement.

If ok with above | will forward as soon as we have final June numbers.

Ken



From: Andrew Dickson
Date: 7 December 2011
Subject: FW: PRIVATE &
To: Ali Russell <AliRussell@ .CO.

Cc: Craig Whyte <CraigWhyte@rangers.co.uk>

Ali

| refer to attached email, | have asked Stephen and Carol to get Ramsay's view on this.

We have had no press calls on this and again | have concerns that if the SFA issue this as a general
release it will raise the whole issue again and indeed add to speculation about a licence for next
season.

Please can | have your thoughts .

Regards

Andrew

From: Stephen Kerr

Sent: 07 December 2011

To: Andrew Dickson; Carol Patton
Subject: RE: PRIVATE & CONFIDENTIAL

And the media follow up question today once statement is released will be - Will Rangers get a
licence for next season?

From: Stewart Regan [mailto:Stewart.Regan@scottishfa.co.uk]
Sent: 07 December 2011

To: Ali Russell; Andrew Dickson

Subject: PRIVATE & CONFIDENTIAL

Importance: High

** Confidential **
** High Priority **

Ali/Andrew

Further to my discussion yesterday with Andrew on the matter of Rangers FC's European licence |
would like to release the following statement. | believe this will be in the interest of both the club and
ourselves and | hope you agree. Please can you confirm that you are happy with the content. If so, |
would propose to issue this later today at an agreed time with yourselves.

Thanks
Stewart

In light of persistent speculation across all media, the Scottish FA would like to clarify the position in
regard to Rangers FC's licence to play in Europe as governed by Article 50 of the UEFA Regulations.

It is noted from the report submitted to the Licensing Committee by Rangers FC's advisors Grant
Thornton UK LLP, dated 30th March 2011,

that: "All the recorded payroll taxes at 31 December 2010 have, according to the accounting records
of the Club since that date been paid in full by 31 March 2011, with the exception of the continuing
discussion between the Club and HM Revenue and Customs in relation to a potential liability of £2.8m
associated with contributions between 1999 and 2003 into a discounted option scheme. These
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amounts have been provided for in full within the interim financial statements."

Since the potential liability was under discussion by Rangers FC and HM Revenue & Customs as at
31st March 2011, it could not be considered an overdue payable as defined by Article 50.

We are satisfied that the evidence from all parties complied with Article 50 and, on that basis, a
licence was awarded for season 2011-12.

Add editor's notes. (Include Article 50 here from UEFA Regulations)
Stewart M. Regan

Chief Executive
The Scottish F.A.

From: Craig Whyte <ctw@libertycapital.biz>

Date: 7 December 2011

Subject: Re: PRIVATE & CONFIDENTIAL

To: Andrew Dickson <AndrewDickson@rangers.co.uk>

Cc: Ali Russell <AliRussell@rangers.co.uk>, Craig Whyte <CraigWhyte@rangers.co.uk>

It would be crazy for them to put this out. Ali, please call me on this.

Sent from my iPad

From: Ramsay Smith <Ramsay@mediahouse.co.uk>

Date: 7 December 2011

Subject: RE: PRIVATE & CONFIDENTIAL

To: Stephen Kerr <StephenKerr@rangers.co.uk>, Carol Patton <patton_carol@rangers.co.uk>, Al
Russell <AliRussell@rangers.co.uk>, Craig Whyte <ctw@libertycapital.biz>, Craig Whyte
<CraigWhyte@rangers.co.uk>

All

We should put some pressure on the SFA from a high level, from Ali or Andrew to say we do not
believe this is a good idea the SFA putting out such as statement. It stirs up the issue again. What
they should do is if they get a legitimate media inquiry respond to it by saying there is no issue
whatsoever with Rangers licensing arrangement with the SFA.

If they persist they will only cause issues for themselves as much as Rangers.

Ramsay

From: Ali Russell

Sent: 07 December 2011

To: Stewart Regan; Andrew Dickson

Cc: Ramsay Smith (Ramsay@mediahouse.co.uk); Stephen Kerr (StephenKerr@rangers.co.uk)
Subject: RE: PRIVATE & CONFIDENTIAL

Stewart,
Tried to phone you. Would prefer no comment or the following

“We have looked at this matter and there is no issue with the licence granted to Rangers from the
SFA. ©



I look forward to speaking to you later,

Ali

From: Ali Russell <AliRussell@rangers.co.uk>

Date: 7 December 2011

Subject: RE: PRIVATE & CONFIDENTIAL

To: Craig Whyte <ctw@libertycapital.biz>, Andrew Dickson <AndrewDickson@rangers.co.uk>, Fiona
Goodall <FionaGoodall@rangers.co.uk>

Cc: Craig Whyte <CraigWhyte@rangers.co.uk>, Ramsay@mediahouse.co.uk,
StephenKerr@rangers.co.uk, Gary Withey <gary.withey@collyerbristow.com>

All sorted - Held until further notice and | have agreed we will meet Stewart and Campbell for dinner in
the next couple of weeks to discuss bigger issues. | also made it clear we were very unhappy with the
approach the SFA took last week! Hopefully we can move forward now.

Kind Regards,

Ali

Subject:Dinner with Stewart Regan/Campbell Ogilvie/Craig Whyte
Date: Thu, 15 Dec 2011 11:31:30
From: Ali Russell <AliRussell@rangers.co.uk>

To: <CraigWhyte@rangers.co.uk>

Craig, just to confirm that the dinner with Stewart Regan/Campbell Ogilvie, yourself and Ali will be on
the 20t @ 7.00pm.

| have booked the Glengoyne private dining in Hotel du Vin, and also provisionally booked a hotel
room for you (if you'd require?)

Fiona




